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Tax-Exempt Bonds—Is Inflation on the Way?—Railroads_ 
Again at Mercy of Congress—Secretary Mellon’s Report — 


RESIDENT HARDING again tells Con- 

gress, in his opening message to that 
body, that he wants an amendment to our 
fundamental law which will prevent the 
issue of tax-exempt bonds. Secretary of the 
Treasury Mellon in his annual report harps 
upon the same string and urges a reduction 
of tax rates, especially in the surtaxes, while 
at the same time he would cease the issue of 
exempt securities. On the surface, the con- 
servative reader is inclined to take these 
proposals seriously. Certainly there is every 
argument against the continued issue of 
tax-exempt Government bonds. Experience 
shows that there is every argument against 
the maintenance of surtax rates at their 
present fabulous figures, since they are 
bringing in less and less revenue, while pri- 
vate incomes otherwise subject to taxation 
goes into the tax-exempt securities and thus 
hides itself. 

But another second thought somewhat 
changes the outlook on the situation. If 
Secretary Mellon and President Harding 
think so unfavorably of exempt bonds, why 
do they go on issuing them? They are able 
within much narrower limits than they apply 
to cut off this tax exemption. If Secretary 
Mellon should follow that plan throughout 
his refunding within coming months, he 
would greatly reduce the supply of tax-ex- 
empt bonds. If they could be sure of absence 
of Federal competition, the States would un- 
doubtedly follow suit and refuse to issue 
more tax-exempt bonds, or at least limit their 
activities in that direction. Probably the 
municipalities would after a time defer to a 
public opinion which had thus been regis- 


tered in the action of our States as well as 
of the Federal Government. But at present 
there is nothing of the kind to be expected, 
all grades of Government competing in the 
issue of tax-exempt securities, and all en- 
deavoring to hammer down the rate of in- 
terest which they have to pay in order to get 
the funds they want to spend for current 
requirements. 

Suppose that an immediate cessation or 
limitation of tax-exempt securities should be 
arranged by the Treasury Department, 
would not this have a much more immediate 
influence than the long postponement which 
would be necessary in the case of a constitu- 
tional amendment? Everyone familiar with 
the history of such amendments must answer 
this question in the affirmative; and, so an- 
swering it, must conclude that if it be true 
that the evil is as great as represented by 
those at the head of our Government today, 
they should lose no time in applying them- 
selves at once to the correction of the dan- 
gers complained of. 

As a matter of fact, what is needed much 
more than a change in tax-exemption is a 
far greater degree of economy in Govern- 
ment. President Harding should have due 
recognition for his effort to cut the size of 
the present budget, and for such success as 
he has attained in this object. It is still to 
be seen whether his Administration, and 
Congress, taken together, will permit the re- 
ductions tentatively announced to become 
effective. The public buildings and river and 
harbor appropriations now demanded do not 
tend to arouse confidence, nor does President 
Harding’s own demand for a large ship sub- 
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sidy confirm the view that all of his policies 
are shaped in the direction of economy. The 
suggestion current in some quarters that we 
cannot cut down our Federal expenditure 
much further by any means has but little to 
support it. If we would so shape our fiscal 
policy as to permit a substantial European 
trade to grow up, it would be possible at 
least to collect the interest on the debt owed 
us by European countries. As things stand, 
we say that we want to collect these debts, 
but we immediately make it impossible to 
pay them. Having accomplished the latter 
result, we then state that there can be no 
early reduction in Federal expenditures. 

In these circumstances, does not the ur- 
gency for tax-exemption and for changes in 
rates seem somewhat like the traditional 
“red herring” drawn across the trail of those 
who would put the Federal Government into 
a more nearly self-supporting position by 
eliminating its deficit through economies? It 
is well to have one eye upon the bright ideal- 
isms of possible reform, but the other at least 
should be kept fixed upon practicable changes 
which are entirely within reach. Reduce the 
Federal budget and stop issuing tax-exempt 
bonds; it will then be automatically possible 
to cut rates of taxation, a reform that is now 
so sorely needed in the interest of business 
and of the public at large. 


* * * 


OTWITHSTAND- 
ING that the Sec- 
retary of the Treasury 
makes recommendations 
which are very pleasing to the rank and file 
of taxpayers, overburdened as they are with 
the obligations they have to carry, it must be 
admitted that his report is somewhat dis- 
couraging. The fact that revenues are dry- 
ing up as rapidly as they are, notwithstand- 
ing that they had been expected to be more 
or less permanent in their yield, is in itself 
a somewhat alarming element in the situa- 
tion. But in addition to this is the fact that 
Secretary of the Treasury Mellon has no in- 
fluence with Congress. His report was greet- 
ed with an outburst of attack from the mem- 
bers of the progressive “bloc” who appar- 
ently regarded it as an effort to protect 
plutocratic holders of securities or recipients 
of swollen incomes. 

The fact that Mr. Mellon is himself en- 
tirely above any suspicion of that sort of 
course does not weigh particularly with the 
progressive element. It is, however, an im- 
portant factor in the actual situation, since 
it shows convincingly that the report of the 
Secretary, however much entitled to appro- 
bation, is after all the expression of a hope 
rather than the statement of a programme 


A DIS- 
COURAGING 
REPORT 


or a forecast of a policy that is likely to be 
carried into effect. This gives it, if anything, 
a rather discouraging aspect from the stand- 
point of immediate relief; and, as investors 
review it more and more carefully, they are 
likely to recognize that such is the real tenor 
of the document. 
* + ” 


N FORTUNATELY 
it seems to be true 
that a predominating in- 
fluence in the securities 
market today is political rather than eco- 
nomic. This is seen again in the fact that 
the progressive maneuvres at Washington 
and in Congress have had so bad an effect 
upon prices. Railway security holders who 
have been hoping and longing for the time 
when they would be warranted in regarding 
their investments as “safe,” now recognize 
that the arrival of this time is a long way 
off, and that apparently they must endure 
another period of pulling and hauling at the 
Capitol, before they can feel any certainty 
whatever regarding the outlook for their 
holdings. 

Included in the progressive program are 
two measures, those relating to rural credits 
and to transportation, which, should they be 
enacted, must have a powerful effect upon 
the investment situation, the one because of 
its direct bearing upon our banking position, 
the other because of the fact that it may 
easily change the entire situation as to 
transportation. 

True, both the Secretary of the Treasury 
and the Interstate Commerce Commission 
describe the railroads as suffering from 
“under-maintenance” and as unable to get 
along on their present scale of rates. But 
this is not a state of affairs which worries 
the progressives very seriously. What they 
seem to want is low rates for freight and 
passengers, regardless of the position of the 
investor. Until this question is fought out 
in Congress on some rational lines, therefore, 
it will be unavoidable to expect disturbance 
of values and corresponding uncertainty on 
the part of the public whether it can safely 
purchase securities so subject to attack as 
are these. 


PROGRESSIVE 
MANEUVERS 
IN CONGRESS 


N these circumstances, 

with depressing ten- 
dencies numerous, the 
question is naturally 
asked whether there is anything to offset 
them or not, and a good many eyes turn 
longingly to the banking situation in the 
hope that freer credits may be used to stir 
up the courage of a market which is flagging 
in its interest and buoyancy. Is inflation at 


WHAT 
SIGNS OF 
INFLATION? 
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all to be expected? There are some indica- 
tions that such is the case. They are not 
found in connection with present prices 
which are only about stable or slightly ris- 
ing, nor are they found in rates of interest 
which are not abnormal either for their 
height or their moderation. Internally, in 
our banking system, however, there are un- 
mistakable signs of inflation, potential at 
least, which cannot escape the careful ob- 
server. The rapid growth of bank deposits 
during the past few months, the great ex- 
pansion of Federal Reserve business, rela- 
tively speaking, since the autumn, and a 
variety of other conditions, are worthy of 
study. 

In this connection, it is curiously interest- 
ing to note that recently the requirement 
heretofore in force that banks report their 
stock market loans was rescinded, thus ap- 
parently leaving them with a loose rein to 
go ahead in their market lending as they see 
fit. What the bearing of this action, just at 
this time, may be, can be only conjectural. 
Undoubtedly, however, there are many both 
in and out of official life who would be glad to 
see the market receive some stimulant in the 
form of inflationary treatment designed to 
keep its heart action well up to a strong level 
of activity. 


* . = 
A CHANGE IN FTER floating a suc- 
THE FISCAL cessful long-term 
SITUATION loan last autumn, Secre- 


tary Mellon now turns 
back to the use of short-term obligations in 
order to finance his current needs. Appar- 
ently he has reached the conviction that the 
investment market is not very favorable at 
the present time, so that it will be wiser to 
cut off on long-term securities and to limit 
himself correspondingly in the matter of 
permanent refunding for the present. This, 
of course, throws him back on the necessity 
of heavy short-term issues. He has already 
called the fifth victory notes for December 
15 to a large sum, and must provide some 
means of taking up these obligations. This 
presumably he will obtain from his current 
flotations and the effect will thus be to trans- 
fer the carrying of the fifth victory notes 
from investors to the banks. 

It may be, of course, that the investors 
who are paid off will use their funds in pur- 
chasing securities from the banks, in which 
ease the situation will be as broad as it is 
long. This, however, is rather improbable. 
What is much more likely to happen is that 
the investors will purchase other securities 
in which the banks have no interest, in 
which event the load of carrying the Treas- 
ury requirements will be transferred from 
the investors individually to the banks as a 





LAX ee RU se 6x see |Z semen | 8 eet 20 fe YY | 7 8 078 (|) | me) FN | ee ee | me LY || came) ce |u| mee VUE cme (EN I 








group. This is an unexpected and on the 
whole undesirable prospect, particularly in 
view of the fact that lower market rates of 
interest are hardly to be expected now, so 
that it may well be doubted whether Secre- 
tary Mellon will be in any better position to 
do his-financing a few months from now than 
he is today. 


. * * 
THE HE various official 
RAILROAD reports which have 
SITUATION been transmitted to Con- 


gress including that of 
the Interstate Commerce Commission, throw 
considerable light upon the railroad situa- 
tion, and therewith upon the prospects of 
railroad securities. All agree that the pres- 
ent rates are not sufficient to pay the income 
which the roads need in order to give their 
investors the minimum income. The Secre- 
tary of the Treasury points to under-mainte- 
nance, as already noted, and the Interstate 
Commerce Commission shows that the in- 
comes have been insufficient to cover in most 
cases the fundamental requirements. A few 
exceptionally strong or well-managed roads 


_have succeeded in making more than an ordi- 


nary dividend, but the rank and file cannot 
do so and are obliged to content themselves 
with an insufficient income or none at all, 
after paying for their running costs. 


+ . * 
MARKET UR position on the stock 
PROSPECT market is expressed in 


Mr. Wyckoff’s article on an- 

other page of this issue, but 
from a purely investment standpoint the 
outlook is somewhat different. If it were 
possible for anyone to forecast events in 
Europe, we might say the investment out- 
look is clear, but such is not the case. What 
may happen abroad in the next few weeks 
may alter many views. Eliminating these 
considerations it seems apparent that busi- 
ness is likely to be somewhat less active 
within the next few months, thus releasing a 
certain percentage of funds previously em- 
ployed in general business and making them 
available for the investment market. The 
slight shading which has already occurred 
in time money is one indication of such a de- 
velopment. While we feel that the conserva- 
tive course for investors is to wait until some 
idea may be gained as to what will happen 
in Europe, we believe that tentative plans 
should now be laid for the investment of 
funds in sound bonds and well-secured pre- 
ferred stocks, for the longer-range prospects 
mr these securities is becoming more favor- 
able. 


Monday, December 18, 1922. 
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How Cabinet Officials 


What They Consider 
Problems—The Out- 


it—that meets in Washington, formally or informally, the specters of 

fevered Europe and the depressed state of American agriculture attenc, 
bidden or unbidden. Every business man and every statesman knows that 
either of these specters may upset every rosy forecast of the commercial an 
industrial future. It appears that the specter of agricultural discontent is 
about to be laid so far as it is within the capacity of Government to do ii, 
but there are many misgivings regarding Europe, and a gnawing thought even 
in the mind of the most determined opponents of economic intervention in 
Europe that by doing nothing to settle the problems of Europe we may be 
doing everything to rear portentous problems for ourselves. 

It is not surprising, therefore, to find that several of the Cabinet mem- 
bers who contribute their views, on what seems to them worthy of remark, 
in the following columns refer directly or indirectly to the incidence of the 
problem of Europe and of our agricultural economics on the present condi- 
tion and the business outlook. The President gave particular attention to 
the agricultural position in his annual message, and his disclaimer of respon- 
sibility for Europe betrays his inward concern. Secretary Wallace, in his 
contribution to this symposium, naturally devotes his attention to the agricu'- 
tural question, but he finds that the unsettled state of Europe is a major 
factor in determining it. Secretary Mellon conditions his forecast of the 
future on developments in Europe and dwells on the disparity between the 
prices of agricultural commodities and those of others. Mr. Hoover finds 
the farmer’s distress obtruding itself in all his calculations affecting 
commerce. 

Every contributor to the symposium sounds at least a minor note of 
i} optimism, but Postmaster General Work dispenses with all depreciatory 
) qualifications, and boldly declares that we are “in the midst of a commercial 
4, and industrial activity such as this country has not seen before.” Attorney 
mM) General Daugherty mentions neither Europe nor agriculture, but one suspects 
/ that the danger of political infection from Europe was in his mind when he 
wrote: “I see nothing in the flux and change of the times to alarm those who 
are accustomed to base their operations on faith in the United States of 
America.” Of course Europe troubles Mr. Hughes, and the troubles of 
the farmers and other internal problems are not ordinarily topics at the State 
Department. Secretary Davis comes almost up to Dr. Work’s level of opti- 
mism when he declares that industrial peace is near. Secretary Fall also 
makes a characteristic contribution to economic hopefulness when he speaks 
of the natural riches yet at our command at home, and the stores of them 
that await our economic conquests of the tropics. 

Perhaps the best approximation of a composite of statements that deal 
with both diverse and similar topics is that all is surprisingly well with 
America at the moment, but tempered with apprehension, implied rather 
than spoken, that the storms that rage abroad may descend upon us and dash 
the fairest prospects. 


\ T every conference on the “state of the union”—as the old phrase has 


Rapid Recovery from “Most Violent 
Commodity Slump in Our History” 


By HERBERT HOOVER, Secretary of Commerce 


low point in the most violent commodity slump in our history. During 

the twelve months both prices and manufacturing production outsice 
of foodstuffs fell off roughly 40 per cent, some four to five million people were 
unemployed and business stagnated. Our recovery has been marvelous) 
rapid, for, within sixteen months after the bottom of the slump, unemploy- 
ment was practically extinguished and production was proceeding up to §5 
and 95 per cent of normal. The readjustments are still unequal in price 
levels between various commodities and between wage earners and farmers. 
Nevertheless the outlook is so improved over a year ago as to be scarcely 
comparable. 


Tics outstanding feature of the last fiscal year was that it marked the 


THE MAGAZINE OF WALL STREET 





















ven 
La 


2m- 
irk, 
the 














View National Situation 


the Day’s Greatest 
look As They See It 


The most distinguishing feature of the slump was that for the first time 
major commodity crisis—the gréatest we have ever faced—was passed 
ithout panic. Our rapid recovery is to be attributed to the fact that we 
ere not compelled in relief from financial panic to repair the vast destruc- 

ton from bankruptcy that has inevitably followed such occasions. This fact 
in main due to the Federal Reserve system which has successfully stood 
e severest test that can ever be applied to it. 
The fall in the prices of agricultural produce during the recent depres- 
m was the most violent of all commodity liquidations. In a general way 
agricultural prices are upon the basis of about one hundred and twenty-four 
1 2w, compared to pre-war one hundred, while industrial wages and public 
services and manufactured commodities are upon a basis of somewhere 
hetween one hundred and sixty and one hundred and eighty, compared to 
‘e-war one hundred. This is by far the most serious element of instability 
iat remains of our domestic dislocations due to war. 

The slump was in part the rotation of the business cycle in our produc- 
ve industries. Thirteen times since the Civil War have we passed through 
iese experiences. The peak periods of booms are times of speculation, over- 
‘pansion, wasteful expenditure in industry and commerce, with consequent 

destruction of capital. The valleys are periods of economy and gain in 
national efficiency. The obvious way to check the losses and misery of 
cepression is to check the destructive extremes of booms. The intelligence 
cf a people who have solved the prevention of financial panic and its inter- 
)retation into the widespread waste of bankruptcy can surely apply itself 
iso to some measure of the solution of the prevention of commodity slumps 
nd their fatal interpretation in vast unemployment. 


Farmer Produces Much; Receives 
Little 


By HENRY C. WALLACE, Secretary of Agriculture 


F the relationship between prices now were such as existed before the 
] war, this would be a properous year for agriculture, and consequently a 
“ prosperous year for the nation. With the distorted relationship of prices 
t the present time, the farmers notwithstanding their hard work and large 
roduction are laboring under a terrible disadvantage as compared with 
other groups. In contrast with various other groups of workers they have 
produced abundantly and without cessation. 
This year the acreage of the fourteen principal crops was 337 million 
‘res, which was 7 million acres above the ten-year average, and their pro- 
cuction for this year is estimated to be a total of about 265 million tons, 
which is 11 million tons above last year and above the ten-year average. 


‘here is food in abundance, and this contributes to the prosperity of busi- 


ess and industry for a time, but the inadequate return which the farmer is 
eceiving, and has received for three years, inevitably must result in read- 
ustments in the number of people on the farms and in the cities, which will 


ot be for the continuing good of the nation. While the price of many farm § 


roducts has advanced considerably over last year this advance has been 
ccompanied by equally large or larger advances in the prices of other com- 


inodities. Many thousands of farmers have not been able to weather the 


torm, notwithstanding their most strenuous efforts. 

Among the causes which contribute to the abnormal relationship of 
ie farm prices to other things may be mentioned: Overproduction of many 
rops; continued high freight rates; the maintenance of industrial wages at 
ear war-time levels ; economic depression and depreciated currency in Euro- 


ean countries ; interference with the efficient functioning of necessary indus- 
(ries; unreasonably high cost of distribution of some farm products. 


Notwithstanding the continued low purchasing power of farm products, 
is fair to say that in general the farmers of the United States are in a 
etter financial position than they were a year or eighteen months ago. Farm 
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“WE HAVE COME TO THE TEST” 
By President Harding 
(From the Annual Message to Congress) 


hy is four years since the World 
War ended, but the inevitable 
readjustment of the social and 
economic order is not more than 
barely begun. There is no accep- 
tance of pre-war conditions any- 
where in the world. . . . If the 
sober and deliberate appraisal of 
pre-war civilization makes it seem 
a worth-while inheritance, then with 
patience and good courage it will 
be preserved. There never again 
will be precisely the old order; _in- 
deed, I know of no one who thinks 
it to be desirable. - For out of the 
old order came the war itself, and 
the new order, established and made 
secure, never will permit its recur- 
rence. It is no figure of speech to 
say we have come to the test of our 
civilization. The world has been 
passing—is today passing—through 
a great crisis. . . . | am not speak- 
ing of the problem at the moment 
in its wider aspect of world re- 
habilitation or’ of international rela- 
tionships. The reference is to our 
social, financial and economic prob- 
lems at home. 


products are selling 
at considerably high- 
er prices, and it is 
estimated that the 
aggregate of the 
crops of the country 
this year is about a 
billion and a quarter 
dollars more than 
last year. Consider- 
able quantities of 
these crops will be 
fed, and the in- 
creased value will 
not be wholly recov- 
ered to the farmer, 
but the bare fact that 
such a large increase 
in money will reach 
the farmers’ pockets 
this year is most 
gratifying and reas- 
suring. 

Credit conditions 
are vastly improved. 
Interest rates have 
fallen compared 
with a year and 18 
months ago. The 
banks in the agricul- 


tural section are in a far better condition to serve their 
farmer customers, and there seems to be reason to be- 
lieve that this condition will improve. 


“We Are Very Near Indus- 
trial Peace” 
By JAMES J. DAVIS, Secretary of Labor 


better condition than they have been for years. 


| ABOR and industry in America are today in a 


We have passed through a period of industrial 
depression which at one time threw about five million 


out of employment. 


Without serious consequences we 


have met the crisis and the unemployed have returned 
to work. At present there seems little likelihood of a 


recurrence of serious unemployment. 


Despite great in- 


dustrial conflicts in three of our great industries we 
have overcome the depression and are moving normally 


on the road to prosperity. 






























































Throughout the disturbances due to the industrial de- 





























pression the work- 
ingman generally has 
preserved the econo- 
mic and social ad- 
vantages which he 
won during the war 
period. We have 
taken a definite step 
in the direction of 
the saving wage, the 
wage which will give 
the worker some- 
thing more than a 
mere existence, that 
will make provision 
for some of the bet- 
ter things of life. 
Wages generally, are 
but little lower than 
they were at the 
close of the war. 
Despite the dis- 
turbances through 
which we have just 
passed or possibly 
because of them, re- 
lations today be- 
tween the employer 
and the worker are 
in general improv- 


OUR FOREIGN POLICY 


By Charles Evans Hughes, Secretary 
of State 
(From a Recent Address) 

HE principles of American for 

eign policy are simple and 
readily stated. We do not cove 
any territory anywhere on God’ 
broad earth. We are not seekin; 
a sphere of special economic influ 
ence and endeavoring to contro 
others for our aggrandizement. W: 
are not seeking special privileges 
anywhere at the expense of others 
We wish to protect the just and 
equal rights of Americans anywher. 
in the world. We wish to maintai: 
the equality of commercial oppor 
tunity; as we call it, the open door 
That is not in derogation to any 
body else; the door is just as ope: 
to others as it is to us. Equality 
means equality. It doesn’t mea: 
privilege. We desire to see peace 
ful settlements. We are most de 
sirous to see the world starting 
again on a sound economic basis 
with every people inspired by hop 
and girded to the highest achieve 
ments in the interest of their pros 
perity. Wherever we have had 
chance to promote peaceful settle 
ments in this troubled world we 
have taken it... . 


ing. Both are recognizing the community of interes 
which should bind them together and their dependence 


each upon the other, in industry. 


It is significant tha 


at present there are before the Conciliation officials o 
the Department of Labor for mediation fewer industri: 
disputes than have been pending at any time since 


resumed office. 


We are very near to industrial peac: 


Unshaken Faith in the 
United States 


By HARRY M. DAUGHERTY, 
Attorney General of the United States 


T this season of the year it is customary to “tak 
A stock,” as the merchants say. Taking the nation a 
the business of all of us, I think the inventor, 
should be very reassuring. I see nothing in the flux an 
change of the times to alarm those who are accustome: 
to base their operations on faith in the United States o! 




















(Please turn to page 376) 
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Follies of 1922 








; Why the Cheering? 
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Latest News:~ 


American Corpora- 
tions declare stock 
dividends appar- 








Investors 




















We Co-Operate with our Debtors! 

























Beneficial (2) 
Effects of our 
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Strikes Cost Railroads One-Third Billions! 
~ While either’ Labor’ or’ Capital” 
Gain Nothing ~ 








‘The estimated cost of the coal and ~ 
shopmens strikes was more than half the 
net operating incomes of al) our classl 
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As Reported by Theodore M. Knappen 


ILLIAM JETT LAUCK, consult- 

ing economist, is considered by 

many to be the economic brains 
of organized labor in America. Almost 
all of the great railway labor unions seek 
his advice in formulating their positions 
before governmental agencies, Congress 
and the public. The Miners’ Union con- 
sulted him continuously in regard to the 
recent strike, and his counsel is sought 
by virtually all of the national labor or- 
ganizations when seeking to align their 
objectives with economic principles and 
thought. He represented the railway 
unions in the long wage controversy be- 
fore the Railway Labor Board. During 
the war he was secretary of the War La- 
bor Board which adjudicated industrial 
disputes in the war industries. In giving 
me this interview he made it plain, how- 
ever, that he was speaking personally and 
not as representing the views of organized 
labor. 

Mr. Lauck’s suggestion that railway di- 
rectors should be non-stockholders and 
purely trustees, the financing of the rail- 
ways being directed by the Government 
and withdrawn from the great banking 
groups, is novel and sensational. 

Banker management of railways has 
been condemned before on the broad 
ground that the sort of talent that makes 
a good banker is the poorest brain stuff 
for successful railway direction; which 
requires imagination, courage, audacity 
and a bent for adventure. But Mr. Lauck 
goes much further and accuses the rail- 
way financiers of bringing about the pres- 
ent dilemma through tailure to accept the 
Transportation Act in good faith and by 
a sequential misguided policy of attempt- 
ing to finance the railway by collecting 
claims against the government, gouging 
the employees, keeping up exorbitant 
rates, and neglecting transportation facili- 
ties—instead of providing the railways 
with credit and capital which would have 
enabled them to reduce their operating 
expenses by 25 to 40 per cent, if only 
enough to offset the accumulated physi- 
cal depreciation since 1911. Failing to do 
this, the bankers were faithless, Mr. Lauck 
holds, to the owners of railway securi- 
ties, have imperiled private railway con- 
trol, if not ownership, and have brought 
the country to a condition of transporta- 
tion strangulation. Reduced to the form 
of a continuous statement, this is what 
Mr. Lauck said: 


The railroad problem, after two years 
of experience under the Transportation 
Act, has reached an acute stage. Sound, 
disinterested, public-spirited, action is nec- 
essary. Those who control the railroads 
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cannot be relied upon for 
remedies. Neither can 
those who represent the 
interests of the farmers 
and the railway employees. 
All of these groups who 
are more directly inter- 
ested in railway affairs 
and who have been active 
participants in the contro- 
versy of the past two 
years are too much affect- 
ed by their own interests 
or alleged injustices to be 
depended upon for un- 
prejudiced judgment. Ob- 
viously there must be a 
subordination of the 
claims of all groups to the 
greater considerations of 
public policy and general 
welfare. 

The existing situation 
has been due primarily 
to the misguided and shortsighted pol- 
icy of the banking groups in New 
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York who ultimately control railroad 
managements and policies. They have 
never sincerely accepted the Transpor- 


tation Act of 1920. Their attitude has 
been to secure all they could under the 
law, and to concede nothing. When the 
railroads were returned to private control 
under the conditions of the Transporta- 
tion Act, the general policy adopted by 
the bankers who control the railroads was 
to rehabilitate them financially by a three- 
fold program: first, to secure all possible 
funds through claims against the federal 
government; second, to reduce wages of 
employees, to disrupt labor organizations 
which had grown up during the war, and 
to eliminate costly working conditions 
which had been secured by these labor 
unions; and third, to maintain the highest 
possible freight and passenger rates. Un- 
der this program, it was planned to de- 
velop a surplus of net revenue which 
would be available as a basis for new se- 
curity issues, and until this surplus net 
revenue was secured no finarcial rehabili- 
tation of the railroads was to take place 
and no financial relief to the harassed 
executives or managements of the rail- 
roads was to be extended by the bankers. 
Results of Policy 

The results of this misguided policy 
are now apparent. They may be summa- 
rized as follows: 

1. The basic principles of the Trans- 
portation Act, which are sound and 
which deserve a fair trial before more 
extreme measures are adopted, have 
been generally discredited, and a strong 
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movement has been developed to elimi- 
nate the entire measure irrespective of 
its merits and to substitute therefor 
more extended government control or 
actual government ownership and op- 
eration. 

2. Instead of developing a spirit of 
cooperative effort among the railroad 
employees, a feeling of antagonism and 
bitterness has been engendered which 
renders impossible the proper working 
relations between management and men. 

3. The hostility of labor towards the 
existing system of railroad control has 
extended beyond railroad employees to 
the general labor movement, which evi- 
dently considers the policies followed 
by the railroad bankers as anti-union 
and anti-social. This attitude does not 
seem to be directed against the majority 
of the railroad presidents and other 
executives but against the bankers, or 
fiscal agents of the railroads, who con- 
trol the railway presidents and who 
make and unmake them. The reac- 
tion of the organized labor movement 
against those who contro] the railroads 
is practically similar to its reaction 
against Judge Gary and the Steel Cor- 
poration. 

4. This same policy of the railroad 
bankers in attempting to rehabilitate 
the railroads at the expense of the pub- 
lic and of railroad employees has alien- 
ated the support of the agricultural in- 
terests and created the demand for ex- 
treme action toward the railroad cor- 
porations. This is plainly evidenced by 
the results of the past election and tl« 
strength of the Western progressive 
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movement in the next session of Con- 
gress. The farmers have been unable 
to market their crops economically and 
attribute this in large measure to exces- 
sive freight rates. 

5. As a result of this policy also, the 
hostility of the general public has been 
greatly aroused, and is particularly 
strong at present by reason of develop- 
ments in the coal situation. The domes- 
tic consumer in his urgent need for coal 
has found that the principal reason for 
his lack of supply is traceable to the 
inadequate equipment and motive power 
of the railroads, and is imbued .vith the 
notion that something drastic must be 
done before the necessary and proper 
transportation facilities can be had. 

6. The business and industrial world 
has also come to the realization that the 
inadequacies of the railroads are a se- 
rious handicap to the development of 
prosperity and to a return to normal 
conditions. 


This, in brief, is the general attitude 
toward the railroads as we find it today, 
and which has had its origin either direct- 
ly or indirectly from the policy imposed 
upon railroad managements by the rail- 
road bankers. This misguided policy has 
heen of serious detriment to the holders 
of railroad securities who now find, after 
two years oi controversy, that the rail- 
road situation is little if any better than 
it was in 1920, and who are faced with 
the prospect of radical legislation or with 
a*tual government control of the carriers. 


What Could Have Been 


How different the present situation 
would have been if the railroad bankers 
had adopted a more enlightened and far- 
seeing policy in 1920! Practically all the 
untoward conditions with which they are 
confronted now would have been obviated. 
Private ownership and operation of the 
railroads would have been assured for an 
indefinite period. Railroad facilities would 
have been improved; business and in- 
dustrial prosperity accelerated; freight 
rates reduced; wages and working condi- 
tions adjusted peaceably through some 





In publishing this remarkably 
direct and uncompromising state- 
ment, we owe it to Mr. Lauck to 
emphasize the fact that the views 
he expresses are entirely his own 
and should not be construed as 
reflecting the views of any exist- 
ing organization. 











such tribunal as the Railroad Labor 
Board. 

The physical inadequacies of the rail- 
roads in 1920 were well known. It was 
realized fully that railway facilities— 
trackage, terminals, cars and locomotives 
—were at least a generation behind busi- 
ness requirements. After the physical 
breakdown of the railroads in 1917, the 
Railroad Administration had put only 
enough capital into them to patch up the 
transportation industry and to make it 
function temporarily during the war pe- 
riod. There was no permanent financing 
for the reason that the Railroad Adminis- 
tration was a temporary agency. At the 
conclusion of federal control it was point- 
ed out by even railroad executives and 
bankers that from four to six billion dol- 
lars was needed tu put the railroads on a 
proper working basis. It was estimated 
in 1921 that if sufficient funds were avail- 
able to the railroads to cover only the 
accumulated physical depreciation of the 
ten years preceding the War that operat- 
ing costs could be reduced from 25 to 40 
cent. 

What the railroad bankers should have 
done in 1920 if they had had the real in- 
terests of railway investors at heart, and 
if they had wished to perpetuate private 
control, should have been to have extend- 
ed sufficient capital or credit to the rail- 
roads to have enabled them to operate 
economically and effectively. Such a pol- 
icy would have rendered unnecessary large 
increases in freight rates, and would have 
freed railroad managements from the ne- 
cessity of attempting to reduce wages un- 
reasonably, or of eliminating proper work- 





ing conditions of employees, in order to 
cover operating deficits arising from the 
impaired facilities of the railroads. 

The railroad bankers, however, looking 
at it from a long-time point of view, were 
faithless to their clients, the holders of 
railroad securities, and the present situa- 
tion has, after a short interval of two 
years, come to pass. The practical ques- 
tion now is, of course, what must be ex- 
pected in the immediate future, and what 
further throes must be undergone by the 
transportation industry before it can be 
hoped to function economically and peace- 
ably. 

One point stands out clearly and that is 
that private control and operation of the 
railroads under existing conditions has 
been thoroughly tested and found wholly 
lacking. This conclusion will undoubted- 
ly be further reinforced when the Presi- 
dent’s Coal Commission, which is now sit- 
ting, has made public its report, and will 
be more and more accepted by those 
groups in business and industry which 
have heretofore been conservative but 
which are now more and more coming to 
believe that they cannot conduct their 
affairs properly or prosperously under 
existing conditions. The attempt will be 
made of course by the more radical oppo- 
nents of the railroads to secure govern- 
ment ownership and operation. This will 
undoubtedly fail for the reason that the 
country has not reached the point where 
it is willing to undertake such an experi- 
ment unless it becomes absolutely neces- 
sary. There will also be attempts to 
reduce the valuation placed upon the rail- 
roads by the Interstate Commerce Com- 
mission but these efforts will probaly also 
be futile and the matter will finally be de- 
termined by the federal courts. The pres- 
ent controversy relative to the confirma- 
tion of Mr. Butler for the Supreme Court 
is a concrete expression of this struggle 
as to whether the valuation of the car- 
riers shall be increased or decreased. 


Extension of Public Control 


What will actually happen will prob- 
ably be that the existing Transportation 
(Please turn to page 362) 
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Men Who Have Forged Ahead 


in 1922 


Examples That Disprove Complaints That We Are 
Leaderless—What Four Men Have Accomplished 


66 HIS country lacks leadership. 
It lacks leaders. Previous gen- 
erations had their J. P. Mor- 

gans, their Collis P. Huntingtons, their 

Commodore Vanderbilts, not to speak 

of their James R. Keenes. What have 

we today to compare with these?” 

The complaint, in different words, is 
heard everywhere. The country is pic- 
tured as a great, flabby mass of 
humanity, unattended by controlling 
minds capable of directing its energies 
or shaping its processes. We are so 
many sheep with no shepherd; so 
many rear-rankers with no officers. If 
only we had another Roosevelt to lash 
public questions into the common un- 
derstanding! If only we had another 
John Hay to grapple with the day’s 
pressing international problems. If 
only—what’s the use? We've got no 
leadership—nor anyone capable of 
leadership! 

There is a familiar old saying about 
“not being able to see the woods for 
the trees.” There are other sayings, 
equally familiar, and also having to do 
with the importance of “perspective” 
when formulating judgment. All these 
sayings, and their points, may well be 
considered by men and women today 
who complain that we are leaderless: 
Only lack of perspective, or ill-formed 
judgment could reach such a conclusion. 
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As a matter of fact, in this country 
and at this time there are men who 
have exhibited capacities for general- 
ship, for forethought, for accomplish- 
ment not exceeded in any generation 
in the past. Indeed, it might not be 
dificult to find a personality in gov- 
ernment, financing or industry today 
to match against the greatest person- 
alities, in the same walk, in any pre- 
vious chapter of this country’s history. 


A Brilliant Statesman 


Most of today’s leaders, interestingly 
enough, forged ahead most rapidly— 
took their greatest strides—in the year 
just ending. Hence, it is timely to dis- 
cuss them here. 

Not, by any means, the least bril- 
liant figure is William E. Borah, U. S. 
Senator from Idaho. 

In the minds of those who know 
him well, Borah is the Roosevelt of 
the times in point of moral courage 
and mental independence. In the 
minds of those who, while never hav- 
ing shaken his hand, have yet followed 
his policies and public statements, 
Borah supplements his _ personality 
with a judgment and foresight which 
even Theodore Roosevelt, with his re- 
markable political acumen, could not 
exceed. The man is a “radical” in its 
modernized sense—which seems to 
mean just about what “progressive” 
meant ten years ago, except for specific 
policies—and yet his radicalism does 
not lean towards demagogery in any 
sense. In fact, any lesser man would 
have been hung, politically speaking, 
for flaunting section or class feeling 
only a fraction as brazenly as Borah 
has done. To throw one’s whole 
weight against such an eminently 
popular bill as the soldiers’ bonus in 
one month, thereby contributing large- 
ly to the bill’s at least temporary de- 
mise; and in the next month to not 
only turn a deaf ear to the pleas of 
interested “classes in connection with 
the tariff bill, but to exhaust every 
ounce of strength and energy in the 
effort to defeat that bill, too, is po- 
litical independence of a most remark- 
able variety. 

Where men talk “politics” and ex- 
change predictions, there is a remark- 
able degree of accord in respect of 
one prediction: that is that, something 
less than two years from today a great 
popular demand will be found to exist for 
the Presidential candidacy of William E. 
Borah. Meanwhile, those who bewail our 





lack of leadership in statecraft would d 
well to study this personality. 


Forceful Administration 


Leadership in statecraft, as exempli- 
fied in the foregoing illustration, has 
had its counterpart in administration 
Recognition is everywhere being ac 
corded today to a personality unknow: 
to the public two years ago—a per 
sonality provenly as forceful, combin 
ing as fully the elements of deter 
mined strength and penetrating saga 
city, as the seat of Government has 
ever known. 

Albert D. Lasker, brought to th« 
direction of America’s tottering mer 
chant marine at the time of its most 
crucial test, had previously developed 
into a commanding position in the 
advertising and corporate executiv: 
world. At the time of his appointment 
by President Harding, he was pres 
ident of a large western agency, as well 
as an official in a number of important 
industrial corporations, including Va1 
Camp Packing, Mitchell Motors an 
Quaker Oats. During the last Re 
publican campaign, he took an active 
part in the advertising and publicity 
work, taking several trips around th 
country in the discharge of his duties 

In Washington, Lasker has devotec 
eriergy of the first water to the prob 
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lem of straightening out the -colossal 
tangle of which our shipping has be- 
come the victim. And it has been his 
vivid, really brilliant capacity for 
bringing the problems of our fleet be- 
fore the people that he has displayed 
lis greatest capacity for leadership. 
Lasker makes a practice of direct, un- 
lerstandable talk, exemplified by a re- 
ent statement to this Magazine: 


“. . . We must create a situation 
that will make it possible for pri- 
vate interests to buy the (Govern- 
ment) ships, or else we must stop 
palavering about an American mer- 
chant marine!” 

“Let us ... proceed to build up 
a real fleet, or else let us charge 
the whole three-billion investment 
to profit and loss, sell the ships to 
the foreigners for anything they 
will pay for some, sink or scrap 
the rest, cede the sea to the British 
and the Japanese, and retire to the 
land for good!” 


Albert D. Lasker is as lobby-proof 
as he is direct. He lives up to the 
confidence placed in him by the Ad- 
ministration. He has been one of the 
great leaders to develop in the year 
just ending. 


No Industrial Giant? 


“What this country needs:is great 
industrial geniuses—men like Andrew 
Carnegie, J. P. Morgan. -We have 
none of these today.” 

Back in 1911, a new motor corpor- 
ation was formed to take over the 
assets and property of two compara- 
tively small concerns. As president of 
the new corporation, a man was in- 
stalled who had previously been an 
“efficiency expert,” before that a gen- 
eral auditor, and before that, an au- 
ditor. His job was to put motor 
manufacture and distribution on a 
scientific basis—and this objective, in 
a business that was still in swaddling 
clothes, called for genius of a par- 
ticular kind. 

In the first year of operations, the 
corporation managed to make about 
4.80% on its common stock—or a net 
surplus of 1.3 millions. Two years 
later, the balance was down to 2.30%, 
and things looked dubious. 

Industrial organization is a work of 
years. The U. S. Steel Corporation, 
that colossal conception of the elder 
Morgan, was nearly a decade in find- 
































CHARLES E. MITCHELL 
President of the National City Bank 


ing itself. Another Morgan concep- 
tion—the International Mercantile Ma- 
rine—went through receivers’ hands 
before reaching its summit. 
Studebaker—for that is the motor 
company we are speaking of—caught 


its stride in 1914. Under Albert R. 
Erskine’s direction, it showed a bal- 
ance of nearly 13% in 1914; in 1915 
the balance was close to 30%. 

Today, Studebaker is the second 


largest manufacturer of automobiles in 
the United States and the world. On 
60 millions of common stock it will 
earn close to $30 a share this year. 
Erskine started in as a subordinate 
with the old American Cotton Com- 
pany. Later he became general auditor 
and manager of operations, supervising 
some 300 cotton gins in the South. He 
was treasurer for Yale & Towne from 
1904 to 1910, and vice-president of Un- 
derwood typewriter from 1910 to 1911. 
Since 1911 he has been the president 


and builder of the Studebaker Cor- 
poration. 
The whole evidence of Erskine’s 


qualities of leadership consists in the 
amazing growth of the Studebaker 
company under his control and the fact 
that this growth instead of being at the 
cost of the company’s financial strength 
has contributed correspondingly to it 


Nobody would compare Erskine with 
the elder Morgan. The qualities of 
both are totally dissimilar, and their 
field of activities totally dissimilar. 
And yet, this suggestion may be per- 
mitted: It is one thing to sit in an 
office and plan great enterprises which 
then at once become great enterprises 
by the sheer force of the immense cap- 
ital put behind them. It is something 
else to take hold of a little manufac- 
turing concern and, without the aid of 
vast sums of money, but by sheer di- 
recting genius, develop it into the dom- 
inating factor in one of the first three 
industries in the world. 


Some Banking Geniuses 


“Where are the financial wizards— 
the men to lead in the banking world? 
We have none!” 

Tommyrot! No more astute finan- 
cial leader ever stormed against reck- 
less expansion or guided a great bank- 
ing organization safely over a period 
of stress and strain than W. P. G. 
Harding, Governor of the Federal Re- 
serve Board. It has been under this 
man’s competent direction that bank- 
ers who condemned the reserve sys- 
tem idea when it was originally pro- 
posed, and fought desperately against 
it when it came up for enactment, have 
altered their opinions and become 
“boosters” for the system. 

James D. Alexander, Charles E. 
Roberts, George M. Reynolds—there 
are dozens of men of uncommon men- 
tal stature in the banking world today. 

Among those who have developed 
most in recent times, there is one in 
particular—Charles E. Mitchell, of the 
National City Bank—from whom the 
financial community believes more and 
more will be heard as time goes on. 

Mitchell became president of the 
National City Bank something mort 
than a year ago. He was born in 1877. 
Therefore, he developed into what is 
probably the most responsible execu 
tive position in our banking world at 
the age of forty-four. If attainment 
early in life is an ear-mark of leader 
ship, Mitchell must possess extraordin- 
ary qualifications. 

Mit 


man 


Since assuming his duties, Mr 
chell has been a profoundly silent 
Pressed for an explanation of his reti 
cence, a colleague quoted him as say- 
ing: “I was elected as a do-er, not a 
talker,” and he evidently believes that 

(Please turn to page 371) 









The new $15,000,000 plant of the Studebaker Corporation. 
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A monument to the genius of President Erskine 














N the “Market Prospect” presented 

under the head of “The Outlook” in 

our issue of December 8th, we stated 
that there was no reason to change our 
previous opinion. This has stirred up 
quite a little altercation and we have been 
requested to elaborate. 

First, as to definitions: A bear market 
is one which has its inception at the apex 
of a bull market. It consists of a series 
of declining movements interrupted by 
many small and a few important rallies, 
some of the latter having a surface ap- 
pearance very like the important phases 
of bull markets but distinguishable from 
the latter in certain technical features. 
The duration of bear markets is usually 
about a year, in comparison with less than 
an average of two years required for a 
bull market to run its course. The first 
question is whether the bull market of 
1921-22 has apexed, for if not, all bearish 
opinions and designations will have to be 
altered. Most people agree that the re- 
cent bull market began in the summer of 
1921, but there are many who hold that 
December, 1920, was the real starting 
point, for the average price of fifty stocks 
at that time recorded approximately 63. 
Several months later, in June and August, 
1921, low points of around 58 were made 
which, according to the foregoing opin- 
ions, were merely the last two drives in 
the cleaning-up process. If these opin- 
ions be respected and the bull market be 
dated from December, 1920, it had been 
running about twenty-two months up to 
the middle of October, 1922, when it was 
interrupted by the downward movement. 
The approximate average in duration of 
most bull markets for many years past 
having been twenty-three months, some 
weight should be given to these facts. 

It is a peculiar characteristic of the 
stock market that no living man can 
judge it with 100% accuracy, and only 
history can prove whose judgment is cor- 
rect. Hence, it is rather presumptuous 
for any one to say that this is or is not 
a bear or a bull market. All one can do 
is express his opinion and leave the ques- 
tion of accuracy in the hands of Father 
Time. 


Tangible and Intangible Factors 


When peering into the future most peo- 
ple naturally prefer to base their judg- 
ment upon fundamental factors because 
these are the most obvious and the most 
tangible, whereas the elements which 
should be considered in conjunction there- 
with are far less tangible to the average 
man. Few have had the opportunity to 
grasp these, to say nothing of mastering 
them. 

While we also base our judgment of the 
broad business and investment outlook 
upon these same _undamentals, time has 
proven to us that the fundamentals do 
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not give warning of a change in the mar- 
ket’s course as quickly as the action of 
the market itself. A recent happening 
will clearly illustrate this: During Sep- 
tember it was certain that car loadings for 
the fall months would be very heavy; 
hence, railway earnings must expand. 
Many people were therefore very bullish 
on the railroad stocks and bought them. 
While this buying was under way a sup- 
ply of these issues began to come in from 
a mysterious source; so that in spite of 
their unquestioned strength the rails were 
unable to make progress beyond a certain 
point, indicating a supply in excess of the 
heavy demand. Fundamentals said these 
stocks should go higher; the supply indi- 
cated some strong reason to expect a 
lower range. Few people at the time knew 
the motive behind the selling, but it has 
since developed that while, during the fall 
months, railroads were doing such a tre- 
mendous gross business, strike and labor 
conditions so raised their costs and de- 
moralized their. operations that the ma- 
jority were able to save very little in the 
net. Those who realized this situation 
gave the first indication by their sales in 
the stock market in October. The funda- 
mental factor, viz., published railroad 
earnings, did not disclose this weakness 
until two months later. 


The tape, in October, foreshadowed 
what the fundamentals did not prove un- 
til December. 


It is this principle upon which we work; 
and this example shows why we have 
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Present Position of the Stock Market 


Technical Considerations vs. Fundamentals 


such a high respect for what is indicated 
by the action of the market itself. 

In the last analysis, the course of 
the market is a good deal like the course 
of an arrow which has been shot sky- 
ward. The technical position represents 
the point of the arrow and the fundamen- 
tals correspond to the feathers which keep 
it steady in its flight. When the arrow 
is shot upwards (as it was in 1921), its 
speed is greatest when it leaves the bow; 
as it approaches its zenith, it begins to 
hesitate and finally it attains a position 
where the point shows a tendency to 
turn downward, then it reaches a hori- 
zontal position and finally turns so that the 
point is lower than the feathers. While 
this is going on, the feather end of the 
arrow is still rising, and continues until 
it also reaches the highest point in its 
flight, but from this very instant the 
downward flight of the feathers is in ex- 
actly the same speed as that of the point. 

The action of the market is practically 
identical unless abnormal influences are 
drawn into the situation while the market 
is in the process of turning. What we have 
witnessed during the last two months has 
been a reversal from an upward to a 
downward direction of the market’s point, 
while the fundamentals have been complet- 
ing their upward swing. Consequently 
the accuracy of our judgment depends on 
whether fundamentals continue to follow 
the course outlined by the technical indi- 
cations. During these two months the 
country has closed a very large crop sea- 
son; automobile manufacturing has con- 
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inued at a rate above the slowed-down 
iverage generally experienced at this sea- 
on; steel production has increased, retail 
rade has been large; carloadings very 
eavy; petroleum production and refining 
ctive; money is fairly plentiful. All of 
1ese are indications that in many respects 
indaméntals have improved. 

What has happened to the point of the 
rrow in the meantime? From the high 
oint of 93 on October 18, the averages 
iade a low point of about 80 on Novem- 

r 27, and since have rebounded about 
ilf the decline; but in this there was 
) contradiction o* its original purpose or 
irection; these have been strongly empha- 
zed (1) by the absence of preparation 
x higher prices at the low point of the 

cline, and (2) by the unquestioned at- 
mpts (spread over the first two weeks of 
lecember) to get the market under way 

n the up side again. There has been an 
rgy of stock dividends, increased divi- 
lends, resumed dividends, initial dividends, 
ind every other kind of bait that could 
possibly be invented to induce the public 
o buy. This is exactly the reverse of 
vhat happened at the bottom of the 1921 
lecline. Then we were given passed divi- 
lends, reduced dividends, Irish dividends, 
nd all the rest belonging to the reverse 
ategory. 

Let us here remind our readers of the 
lecision of the U. S. Supreme Court in 
he Stock Dividend Case: 

“A stock dividend really takes nothing 
from the property of the corporation, and 
dds nothing to the interests of the share- 
holders. Its property is not diminished, 
ind their interests are not increased. The 
proportional interest of each shareholder 
remains the same. The only change is in 
the evidence which represents that interest, 
the new shares and the original shares to- 
gether representing, the same proportional 
interest that the original shares represent- 
ed before the issue of the new ones... . 
In short, the corporation is no poorer and 
the stockholder is no richer than they were 
before. 

“A stock dividend shows that the com- 
panys’ accumulated profits have been capi- 
talized, instead of distributed to the stock- 
holders or retained as surplus available for 
distribution in money or in kind should 
opportunity offer. Far from being a reali- 
zation of profits of the stockholder, it 
tends rather to postpone such realization, 
in that the fund represented by the new 
stock has been transferred from surplus 
to capital, and no longer is available for 
actual distribution. 

“The essential and controlling fact is 
that the stockholder has received nothing 
out of the companys’ assets for his sep- 
arate use and benefit; on the contrary, 
every dollar of his original investment, to- 
gether with whatever accretions and accu- 
mulations have resulted from employment 
of his money and that of the other stock- 
holders in the business of the company, 
still remains the property of the company, 
and subject to business risks which may 
result in wiping out the entire investment.” 


Whatever may be accomplished thereby, 
in the way of avoiding taxation, there is a 
sound objection to stock dividends so far 
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as the stock holder is concerned, in that 
the floating supply of that particular stock 
is thereby increased, in some cases vastly 
increased, without corresponding increase 
in the demand for these shares. From this 
standpoint the stockholder may suffer 
greatly. He thinks he is better off, but he 
is not. He is much worse off, and the day 
of reckoning will come either in the liqui- 
dation of rich men, overloaded pools and 
large operators, or it will come in the next 
period of depression when dividends have 
to be earned on all these new shares that 
did not previously exist but which now 
occupy equal standing with the old. 

Take three examples: The reduction in 
par value of General Motors to $10 a 
share, creating twenty million shares and 
reducing the market for that stock to one 
of stereotyped range, eliminating both 
speculative activity and restricting invest- 
ment possibilities; or Sinclair Consoli- 
dated, with its four million shares and its 
limited fluctuations resulting therefrom. 
In sharp contrast is the small capitaliza- 
tion and smaller floating supply of Mexi- 
can Petroleum which was one of the most 
widely fluctuating stocks on the list. While 
that is an extreme example of the highly 
volatile shares, the numerous disadvan- 
tages of over-issues of common stock are 
well exemplified in the two first mentioned. 

What we are endeavoring to discern at 
this moment is the tendency of the funda- 





mentals to back up what the tape has al- 
ready recorded. The arrow seems pointed 
downward. The feathers have about 
reached the upper curve of the arc which 
they are bound to describe as they follow 
the point. The unknown quantity 1s 
whether anything will occur to change the 
course which is so clearly indicated. Here 
in the Magazine and its allied organiza- 
tions, we have a large and expensive stafl 
deeply concerned with the various changes 
for better or worse in these vital elements 
which, in the form of market movements, 
cast their shadows before, and we are 
watching every development which may 
tend to confirm or contradict the forecast 
made by the market’s action in reversing 
from an upward to a downward trend li 
our judgment as to the direction o! this 
will be an im 
from 


trend be correct, there 
creasing amount of confirmation 
the fundamental side. Some of it has 
already appeared — sufficient 
that so far at least we are not tar wrong. 
In Wall Street we never can tell when 
we shall have to revise or reverse our 
judgment. 

So much for the course of prices ol 
common stocks, which are constantly 
watched by business men, bankers and in 
vestors throughout the country as an indi 
cation of future business conditions. Our 
position on investments will be found in 
the last section of “The Outlook.” 


to indicate 


-—— 





The Advance in Sterling 


Reasons for the Spectacular Upward Move 


NE of the most astonishing de- 

velopments of the entire year in 

finance has been the extraordinary 
rise in the value of the pound sterling. 
Sterling at present writing is quoted at 
$4.69 which represents an advance of over 
17 cents within less than two weeks and 
about 23 cents within the past month. In 
percentage of par, which is $4.86, the 
pound sterling is now about 95%. In 
other words, it kas only to regain 5% 
more of the par value to reach the full 
old-time value. 

Why, then, should sterling have re- 
covered nearly all the loss incurred after 
the war? Principally, the reason, of 
course, is the steady financial Govern- 
mental progress of Great Britain whose 
Treasury officials have shown at all times 
since the war a tendency to improve the 
financial position of the Treasury along 
sound lines. 

However, there is another reason more 
applicable to the recent advance and that 
is the fact that sterling is advancing not 
so much because of new developments 
with regard to the improvement of her 
financial position but because the dollar 
is going down. In any exchange trans- 
action, there are two sides. Thus sterling, 
as measured in dollars, cannot advance 
unless the dollar declines and vice versa. 
It is obvious that the advance of sterling 
to $4.69 means that the pound sterling is 
worth more dollars now than before the 
advance was effected. Or, to put it an- 
other way, the dollar has lost in value. 
Though this may be unpalatable to many. 


nevertheless it is a fact that, as compared 
with sterling, the dollar has less value to- 
day than, say, several months ago. The 
particular reason for this is not so much 
a loss of American credit, because we still 
stand the strongest of all nations, but the 
fact that our price level has been rising 
as compared with other countries and on 
account of the advance in the price level, 
the purchasing power of the dollar has 
become less. At the same time the price 
level in Great Britain has been declining 
with the result that the purchasing power 
of the pound sterling has advanced 

Another influence directing the upward 
swing of sterling has been the approach- 
ing debt-funding Conference between the 
British and American governments to be 
held shortly in Washington. Each cent 
that sterling draws closer to its gold pari- 
ty places the British Government in a 
more equal position with the American 
with regard to the forthcoming discus- 
sions as it is the natural desire of the 
British Government to convert at least 
part of its American debt from dollars 
to sterling. If the pound sterling can re- 
main at or near parity at least during the 
period in which the discussions are to be 
held, the British will be in a more advan- 
tageous position to discuss such conver- 
sion. 

Still another influence on the course of 
sterling has been the exceedingly heavy 
speculation that has been going on in an 
ticipation of the British-American nego- 


tiations to be held 
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Unfavorable Aspect of French 


Finances 


Statistical vs. Moral Elements in French Financial Situation— 
Tremendous National Debt and Prospects for Its Reduction 


HAT is the real condition 

of France today? Willi 

she follow in the foot- 
steps of some of the Central Eu- 
ropean countries and become prac- 
tically a bankrupt nation? Or 
will she be able to emerge from 
her present financial predicament 
and enter upon a period of ¢co- 
nomic revival, ultimately reduc- 
ing her indebtedness and regain- 
ing her former standing among 
the nations of the world? 

These questions are being asked 
with more and more frequency as 
one crisis follows another in the 
financial and political affairs of 
the French Republic. There are 
two schools of opinion regarding 
the subject: one adhering firmly 
to the optimistic side and the 
other as strongly pessimistic. Both 
groups, however, base their con- 
clusions upon suppositions and it 
is because of this phase of the 
French situation that there is so 
much uncertainty, and conse- 
quently, from a financial view- 
point, such a speculative aspect to 
the French financial position and 
to French securities. 





Three Principal Factors 


In government finance as well 
as in corporation finance there 
are three elements of major im- 
portance, but the relative impor- 
tance of these three elements is decided- 
ly different in government finance than 
it is in the financial affairs of cor- 
porations. These elements are statistical, 
political and moral. In corporations the 
most important element as a general rule 
is statistical. Urder this heading comes 
the capital structure, the value of assets, 
working capital position, the record of 
earnings and various other factors that 
are constantly followed by the careful in- 
vestor. The moral element in corpora- 
tion finance is not generally given the im- 
portance due it, particularly as it relates 
to the character of the management. 
Many of the great successes among the 
corporations of this country have been 
due in large measure to the personnel of 
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the management and on the other hand 
it is well known that many of the reor- 
ganizations of large railroads and indus- 
trials in past years have been the result 
of stupid or dishonest mismanagement. 
The moral element in corporation finance 
is reflected in the good-will that the com- 
pany enjoys, an asset that in many in- 
stances is rightfully capitalized by many 
corporations. The political element as re- 
gards corporation finance is not generally 
important, but in the case of the larger 
corporations it often enters into a correct 
analysis of corporate affairs. It has been 
for years and still is a factor in railroad 
finance, and an example of a class of se- 
curities in which the political factor is 
gaining prominence may be had in a con- 


sideration of the coal _ stocks 

Unlike corporation finance, gov 
ernment finance is affected mor: 
by moral and political considera 
tions than by statistical facts. I 
there were ever any basis for dis 
puting the axiom that figures c& 
not lie, it may be found in gov- 


ernment finance. Figures have 
been disclosing false conclusions 
consistently since 1914, and if we 
consider the mass of statistics 
that were compiled before the 
great war to prove that such 

war was impossible they have 


been lying for more years than 
statisticians care to recall. 


Moral Considerations 


The reason for this situation is 
that government, finance is con 
trolled to such a large degree by 
moral and political considerations 
—factors more closely interrelated 
than the terms imply. In othe 
words, the intangibles are much 
more important factors in deter 
mining true values than they aré 
in corporate finance. It is for this 
reason that it is so difficult t 
make up a true balance sheet 
showing the real assets and lia 
bilities of a nation. In is also for 
this reason that practically all th 
experts in discussing the French 
situation ultimately end up in the 
realm of supposition and their 
conclusions become no better than any 
body’s guess. 

From a strictly statistical point of view 
the French situation is anything but prom- 
ising. Her debt has been, and still is, in- 
creasing at alarming proportions. Infla- 
tion of currency has taken place to a 
larger extent than is even disclosed in the 
foreign value of the French franc. The 
government has obtained a much too small 
proportion of its revenues from taxation 
and two large elements of the population 
have practically refused to pay income 
taxes. These are the farmer and labor. 
After four years of peace the government 
is still unable to balance its budget and 
deficits are made up from further bor- 
rowings, practically all of which is in 
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short-term obligations and which is in 
effect. further inflation. The balance of 
foreign trade continues to run against the 
country and there appears to be little 
prospect of decreasing imports. 

These are the main statistical facts 
about French finances. They certainly 
are anything but favorable. They are 
shown in more graphic form in the table 
accompanying this review, but in order to 
obtain a truer picture of their significance 
1 more detailed analysis of them is essen- 
tial. 


The French Debt 


The present debt of France is approxi- 
mately 328 billion francs. This is made 
up of 150 billion internal funded debt, 103 
billion internal floating debt and 75 billion 
francs external debt. Of the latter the 
government is paying interest on only 
about 13 billions, known as the commer- 
cial external debt, the balance being 
known as political debt and represented 
by loans made to France by the United 
States and Great Lritain principally. No 
provision is made in the French budget 
for interest on this part of the French 
debt. The commercial debt, which in- 
cludes French government loans obtained 
through bankers in this country, is not 
particularly burdensome, and in fact the 
revenues derived from other sources 
abroad are more than sufficient to meet 
the requirements of this portion of the 
foreign debt. The above estimate of the 
French debt at the present time is only an 
approximation. There is apparently no 
way of obtaining an absolutely correct 
estimate. Even French officials differ in 
regard to this. One reason for this sit- 
uation is that the foreign debt is trans- 
lated into French paper francs at current 
rates of exchange at the time the esti- 
mates are made. An estimate made re- 
cently by Senator Henry Berenger, of the 
Senate Finance Commission, shows the 
following condition of French finances: 


DEBITS 
Francs 
PE Gi tinadieesincnnceenes 837,000,000,000 
Arrears of interest on foreign debt —_5,000,000,000 
PINE, i ce cetcch cen 132,000,000,000 
Liquidation of war accounts..... 1,000,000,000 
Psy abbdched anaes eaice 475,000,000,000 
CREDITS 
German reparations............ 124,000,000,000 
Credits with foreign governments 15,000,000,000 
Date. cccccsecccscccvesceses 139,000,000,000 
Debit thalamee...cccccccccccses 336,000,000,000 


The above compilation is based on the 
assumption that Germany will pay the 
amount called for in the Treaty of Peace. 
It also includes credits with foreign gov- 
ernments that—for the most part—are 
doubtful of collection. On the other hand, 
it includes a large sum that France owes 
to foreign governments that she may 
never be called upon to pay. There is over 
30 billion francs owed to Great Britain 
that the present administration in that 
country appears to be willing to cancel 
provided some settlement of the German 
reparations problem can be agreed upon. 
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THE FRENCH FINANCIAL 
SITUATION 
(In Millions of Francs) 


Pre-War 1918 1922 
Internal . Funded 


Debt ......... 81,456 82,865 150,000 
Internal Floating 

BR ccccccce 1,482 64,606 103,000 
*External Debt.. ..... ...... 76,000 
Government Rev- 

enue ......... 4,781 6,660 120,900 
Government Ex- 

penditure ..... 5,191 54,537 138,129 
Imports ....... 8,421 22,301 $16,519 
BOND cc ccces 6,880 4,722 $14,219 


* External debt in 1918 included in 
funded debt. t Estimate of Rapporteur 
General du Budget. %¢ Nine months, 1922. 











The serious phase of the French finan- 
cial situation is the effect that continued 
increases in her debt have upon currency 
inflation. The Government borrowings in 
1919 amounted to over 51 billion francs; 
in 1920 to over 42 billion francs; 1921 to 
over 31 billion francs, and the borrow- 
ings this year will probably total nearly 
30 billion francs. It has been estimated 
that next year it will be necesasry for 
France to borrow about 35 billion francs. 
At this rate the public debt of France 
at the end of 1923 will amount to over 


400 billion francs. As much of this in- 
crease in debt goes into circulating cur- 
rency, there is constant inflation going on, 
and while the increase is becoming less 
each year, at the same time it is still large 
enough to be a very serious problem in 
the reconstruction of French finances. 

Insofar as political factors are con- 
cerned the French situation is not alto- 
gether favorable. The people have been 
taught to believe that they would regain 
a large part of their expenditures through 
German reparations, whereas practically 
all experts agree that it will be impossible 
to collect even a small proportion of these 
reparatigns. - Furthermore, the country 
has been unsuccessful in increasing and 
collecting taxes, and as stated above, two 
important elements of the population have 
practically refused to pay an income tax. 
One of the chief criticisms of the French 
financial situation is that the country is 
too greatly mixed up in European and 
Eastern politics. The effect of the French 
foreign policy upon French finances is 
more or less intangible, but at the same 
time it is an important factor. 

Under the heading of moral factors 
there is considerable to be said in favor 
of France. In the first place there is the 
record of the country in the early seven- 
ties after the defeat by Germany. Fur- 
thermore, France has a very nice appre- 
ciation of its responsibility and standing 
among the nations of the world, and she 
is likely to think a long time before she 
would permanently injure her standing. 

(Please turn to page 362) 


In the Next Issue 


IS A CRASH COMING IN BUILDING? 


Everyone is interested in the rent situation and those who hold prop- 
erty are likewise interested in what the tendency of real estate values is 


likely to be next year. 


This review considers the basic elements in the 


situation and forecasts probabilities with regard to costs of building con- 


struction, the trend of real estate values and rents. 


Because of its direct 


and indirect influences on security values this article should be read 


closely by every investor. 
* 


* 


NEW TRAPS FOR INVESTORS 


Another of W. Sheridan Kane's amusing and instructive articles on 
the pitfalls that unscrupulous promoters are trying to lay for the feet 


of the unwary investor. 
% 


* 


SHORT-TERM BONDS 
An analysis of the position of the bond market and a list of unusually 


attractive short-term issues. 
* 


* 


POSITION OF THE FERTILIZER INDUSTRY 


Few industries have remained so depressed during the past two years 
as the fertilizer industry. Companies engaged in this important enter- 
prise have passed their dividends and are still in a more or less unen- 


viable condition. 


Lately, however, the farmers have been receiving 


more for their products and the question arises as to whether the fertilizer 
companies are going to benefit from the increase in crop prices. 
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Factors 


HOUGH today there are extant 
T about 11 billions in municipal bonds 

and though, as a class, they offer 
one of the main avenues of investment in 
this country, to the average investor they 
remain obscure and little understood. 
However, it is not difficult to understand 
the aloofness of the average American 
investor from this type of issue. The 
common investor desires at least a modi- 
cum of profit-making opportunity in his 
securities and, whatever may be said in 
favor of municipals as true investments, 
it certainly cannot be said that they offer 
very much by way of opportunities for 
making profits. This, combined with their 
small yield, has contrived to eliminate the 
municipal bond from the consideration of 
most investors of moderate means. 

Who then are the buyers of munici- 
pals? Mainly institutions such as sav- 
ings banks, trust companies, insurance 
companies, trustees of estates, and wealthy 
investors to whom the municipals offer a 
mode of escape from the onerous Federal 
taxes. 

With few exceptions, the municipal 
issue is not sold or listed on an Exchange. 
They are sold by the investment banker 
to institutions and individual investors 
and deposited in safety boxes as perma- 
nent holdings. For that reason, these 
issues are seldom active after purchase 

*By “municipal” bond is meant the 
issue of all political sub-divisions of the 
State. 


Municipal Bonds as Investments 


Involved in Investment in Municipals 


By HALCOLM SMITH 


and it is this phase which has been found 
unsatisfactory by the small investor. 


Yet the municipal bond does possess 
great inherent advantages which to a 
great extent overcomes its defects and 


which should make it attractive to even 
the small investor who wishes to invest 
for permanent purposes. For the investor 
who wishes to purchase a long-term issue, 
marketability plays a relatively small part, 
and if he is willing to waive speculative 
play for sound income, the relative sound- 


ness of the municipals will compen- 
sate him for their smaller yield, as 
compared with other types of securi- 
ties. 


The average investor commonly makes 
the mistake of assuming that all mu- 
nicipals yield low returns. This is, of 
course, true of the issues of municipali- 
ties such as New York, Boston or Phila- 
delphia which have a very high credit 
standing. There are also, however, issues 
of municipalities of not quite so high a 
standing but which are nevertheless very 
well secured and which offer a higher re- 
turn than those of the very strongest com- 
munities. 

It is not true that the issues of all com- 
munities are equally safe. The quality 
of municipal issues varies with the wealth 
of the issuing municipality or political 
subdivision of the state. Obviously, the 
bond issue of a small community in 
Wyoming, for example, will not have the 
inherent strength of an issue, say, of the 
City of Chicago. In making a rough test 
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of the value of a municipal bond it is nec- 
essary to take into consideration such ele- 
ments as size, location, growth, character 
of industries, wealth, and ability of the 
municipality to raise taxes. 

The main avenue of revenue for the 
state or political subdivision of the state 
is taxation. It is seldom engaged in any 
profit-making enterprises of its own. For 
that reason, the ability of the state or its 
political subdivision to make interest pay- 
ment on its bonds and to redeem them 
depends on the amount of the resources 
which it can tax. It is obvious that the 
wealthier a community the greater is its 
tax-raising power. Therefore, the pro- 
spective investor should determine for 
himself, or apply to a qualified expert to 
determine for him, whether the resources 
and tax-raising power of the municipality 
is large enough to guarantee the safety of 
the bonds. 

The question of repudiation here arises. 
Directly after the Civil War, there were 
wholesale repudiations of municipal issues. 
Since that time, however, owing to in- 
creasingly stringent regulation imposed 
by the State on its political subdivisions, 
repudiations of such issues have become 
more and more rare. This, however, does 
not guarantee that there cannot be any 
such repudiations. It is perfectly possible 
that for reasons beyond their control, mu- 
nicipalities might have to repudiate their 
obligations. Thus, a small town entirely 
dependent on a single industry that re- 
mained depressed for a few years in suc- 
cession would be in a precarious position 
as the income of its citizens declined and 
as the value of its taxable property de- 
clined. A mining town, for example, de- 
pendent entirely on the production of sev- 
eral mines, might lose its entire revenue 
if the mines were no longer profitable. 
It is generally better, therefore, that the 
average investor confine himself to pur- 
chase of the obligations of permanent 
communities such as large or well-estab- 
lished cities and states. 

There would obviously be no advantage 
in the small investor’s investing in issues 
yielding at or under the savings bank rate 
in his district. Assuming that to be 4%, 
any smaller yield would be unsatisfac- 
tory. There are, however, good issues 
sold at yields somewhat over this rate, 
and if such a rate is satisfactory to the 
investor there is probably no superior 
form of investment for his purposes, pro- 
viding, of course, that he intends to in- 
vest for long duration and that marketa- 
bility is not of prime importance. 























BOND MARKET SHOWS 
GREATER STABILITY 


General Tendency Irregular But De- 
clines Less Numerous Than Recently 


OUND investment bonds were in bet- 

tef demand during the past two 

weeks, though the recovery from 
previous low figures was not conspicuous- 
ly large. On the average, most of the 
high-grade bonds gained about a point. 
Comparison of yields on gilt-edge bonds, 
for example, will show that the average 
return on these bonds is somewhat less 
than that indicated in the last review of 
this department. 


The feature was the continued strength 
of Liberty bond issues with the new Trea- 
sury 4%s reaching a new high figure of 
close to par. This is the first time these 
bonds have sold at practically par since 
the time of issue several months ago. 
Among other Government bonds, there 
was considerable irregularity with Brit- 
ish bonds responding to the exceptional 
strength of sterling and French issues 
showing a reactionary tendency owing to 
the reparatious situation which, as indi- 
cated by the failure of the Allied Pre- 
miers to reach a conclusion at their re- 
cent meeting in London, has taken on a 
more unfavorable character. 


Railroad Issues 


The railroad group of bonds were ex- 
tremely irregular with considerable weak- 
ness exhibited in the lower-grade issues 
and a fair amount of stability in the bet- 
ter-grade bonds. Among the weakest of 
the speculative issues were the Chicago, 
Milwaukee and St. Paul bonds which suf- 
fered drastic declines under heavy sell- 
ing. Other speculative bonds were weak 
either in sympathy with the St. Paul 
issues or because of fundamental weak- 
ness in the particular roads. 

Public utility issues were not marked 
by any particular features, the tendency 
continuing as heretofore, toward moderate 
irregularity, some issues making frac- 
tional gains and others remaining at 
about the same prices as during the past 
week or two. 


Industrial bonds likewise were quiet 
showing no marked tendency in either 
direction. 


General Outlook 


In estimating the outlook for bonds it 
is fundamental to take into consideration 
the probable trend of money rates. Condi- 
tions during the near future will probably 
not favor a matterial recession in the pres- 
ent level of rates. Commercial borrowings 
are still increasing and other factors are 
still exerting an influence sufficient to at 
least hold money to present rate levels. 
In that case, it is difficult to see how a 
protracted rise can occur in bonds dur- 
ing this period. Later on, it is possible 
that after the demand for commercial 
credits has relaxed, there may be a ten- 
dency toward lower money rates but that 
is a consideration which is not of great 
practical importance. at this time. 
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BOND BUYERS GUIDE 


GILT EDGE fen. 


(e) Railroads. 









Balt. & Ohio S. W. Div. (b) Ist ~~ i 91% 
Ches. & Ohio (a) Genl. Mtg. al, 4. 8575 
Delaware & Hudson (a) Ist & My eas. 884 
Southern Pacific (b) Ist Ref. @s, 1955............... 87% 
Chic., Burl. & Quincy, (2) Genl ‘Meg an 1958. 88% 
N. Y. Central Genl. Mtg. 3%s, 1997........ 76% 
N. Y., Chic. & St. Louis Ist ie 14 1937 89% 
Atlantic Coast Line (a) Ist a. 4s, i958... 87% 
Pennsylvania (a) Genl. Mtg. 4s, 1965. 92 
West Shore (a) Ist Mtg. 4s, 2s $61 ee sasesesesecocecess 82 
Norfolk & Western (c) Cons. 4s it 90 
Central R. R. of N. J. (a) Genl. st) mbes concen |6Seee 
Chic., R. I. & Paci c (a) Genl. Mts. 4 Bec cccececocece 82 
(e) Industrials. 
Armour & Co. (a) R. EB. 4548, 1939. ... 2... cece ccecccceceee 90% 
General Electric (b) Deb. 53, 1958. .... 2.0.5.2 00 eeeeeeees 101 
International Paper (a) 5s, 1947. ......6605 see e sn eeewennee 87% 
Indiana Steel (a) 5s, 1958.... 2... eee cece ence ee eenentene 101% 
Liggett & Myers (aa) Deb. 5s, 1951. .... 22.20 e eee eweceees 974 
Baidwin Loco. (a) 5s, 1940. . 2.2... cence ec eenncenennnenees 101 
National Tube (a) 5s, 1052. ........-0 cee eeeeneceneeeenee 10034 
Corn Products (a) 5s, 1934.......... neducseuweseuwanedans 100 
U. S. Steel (a) 5s, 1968... 2... cee een ee cece rece ennenns cannes 1034 


(el) Public Utilities. 

Duquesne Light (b) 6s, 1949...........-. 

American Tel. & Tel. (c) 5s, 1946 

Philadelphia Co. (c) 6s, 1944 

N. Y. Telephone (b) hig BIER c coccce 

Montana Power (c) 3 

a Gas ‘ or , =} eae M4 
G., (a) Se, 1048... cccccccvecssecce 9875 

ay Tel. t "Tei te) he yet oe itaamnonas iat tnpalepeat tie 87% 


MIDDLE GRADE. 
(el) Railroads. 





Cleve., Cin., Chic. & St. L. (a) Deb. 4348, 1981..........-+5 se 
gp yp SE a ey TE EERE 8 3 
Missouri, Kansas & Texas Prior Lien 5s, |” i teaaiadeeeeceptonate 834 
St. Louis-San Fran. (a) Prior tion ee a3 


Balt. & Ohio (b) Ist Mtg. 4s, 194 ++ 
Illinois Central (b) Col. Trust 4s, 1953....... ose 4 


Pere Marquette (c) Ist Mtg. 5s, 1956 





Kansas City Southern (a) Ist Mtg. 3s, ee ieaplateek tenet =. 
Southern Pacific (b) Col. Trust 4s, 1949... ......60-eeaeee : 1 
St. Louis Southwestern (a) ist Mtg. 4s, 1989............++ 8° 
Chic. & Eastern Ill. (c) Gen. 58, 1951... 2... cc eeeeececeee 81s 
Industrials. _ 
South Porto Rico Ist Mtg. 7s, 1941. ....... 0s cece eeeeeeee 9%4 
Sinclair Ast Lien, Col. Tr. 7s aia ete bain oe 10055 
Wilson & Co. (a) Ist 6s, 19 od Sa a eta eta sae ee 100% 
Adams Express (b) 4s, 1948. .... 2... cece ccwecceerneees 8 
Comp. Tab. & Recordin '@) ee, lid mnn aid miinnnaeene "7 
Int. Merc. Marine (b) Gs, 1941. .......06 6 cece newer neewees 8934 
Lackawanna Steel tc) bs, 1980 pbeeseeneenes sepeneenubase 89% 
U. S. Rubber (c) 5s, 1947........--- ee eeeees peareteatnhie ‘ 89 
Amer. Smelting & a GED Ga, BOG. ccccccccccessvess : rts 
Goodyear Tire (c) 88, 1941... 2.2... - sce cccreeeeereeeencs 114% 
(e) Public Utilities. 
Public Service Corp. of N. J. {s) Ba. BERD. cccccccccesesscs 84 
Detroit Edison (c Ret os, Dios cesesesaeonsecessescs 4 
Brooklyn Union Gas (a) 5s, 1945... .. 2... ceeeseeeenene - 574 
Northern States Power (b> a Ditesedecsqecesesesanse es = 2 
Brooklyn Edison (c) Gs, 1949... .. 2... eecceeccceneeenee 9 4 
Utah Power & Light (a) bee iain cad eindieue kiede 9154 
Cumberland Tel. & Tel. (b} Ge, 1987... .cccsccccssccccese 94 
SPECULATIVE. 
Railroads. 
Western Maryland (a) Ist Mtg. 4s, 1952.............5005: 63 
Iowa Central (a) let Mtg. 5s, 1938................. haenee 74 
St. Louis Southwestern (a) Cons. Mtg. Ge, Bie ccccceccces 78. 
St. Louis-San Francisco ") Adj. Mtg. 6s, 1955............ 7474 
Mo., Kansas & Texas Adj. Mtg. 5s, 1967............-0000+ 58 4 
Erie Ga) Gowk. Thaw Ge, Babee ccc cccccccgeccccccccccccccee 4434 
Southern Railway (a) Genl. Se, GP, BEB. co ccccceccoscccse 67% 
Missouri Pacific ®) Genl. Mtg. 4s,  Sagangiraapepetianga 6355 
Carolina, Clinch. & Ohio (c) Ist Mtg. 5s, eee 91% 
Chic. Gt. Western (a) Ist 45, 1959... ... 2... eee ec cece neces 61% 
Int. & Gt. Northern Adj. 6s, 1952..... pmewhesewunnenses 4834 
Industrials. : 
Chile Copper (b) Gs, 10988... .. 2... cee c eee eneeenceeenees 96% 
American Writing Ay © See 8414 
American Cotton Oil (a) 1931 80 
Cuba Cane Sugar (c) 7s, 1930 87 
Public Utilities. 
Hudson & Manhattan (c) . Ba ccccccscconsesess 8435 
Intr. Rapid Transit (a) Bs, 1966. ..... 2.20. cee ceeeccencece 74 
Third Avenue (b) Refg. 4&, i000 peweceodoesecceoeceescoose 60 
Va. Railway & Power (a) Be, 1084. ..... 2... ccs cccennes 84 


(b) Lowest denomination, $500. 


jt Gane (c) Lowest denomination, $100. 


Lowest denomination, 
(x) This issue was created on May t, 1921. 
- f- on Nov, {, 1920. 


funded debt was enreed, based on actual! earnings of last interest on this 
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on Strike!” 


Railroads 
“There are 200,000 Rail Workers Still 






Railroads and Shopmens’ Union Engaged in Most 
Costly Struggle in History of the United States 


HEN some 400,000 railroad shop 

workers laid down their tools and 

walked out on strike last July Ist, 
they tied up repairs and equipment main- 
tenance on a majority of the 200 steam 
roads, subsidiary and auxiliary lines in 
the United States. When 60 of the com- 
panies settled with their own men in Sep- 
tember, it was popularly assumed that the 
strike was a closed incident. Since then, 
70 more companies have made settle- 
ments. As this is written, early in De- 
cember, the public appears to have lost 
sight of the struggle. Apparently little 
is being said about the effects, though in 
the light of recent events, the strike is 
proving one of the most significant in our 
railroad history. Not only is it an indi- 
cation of labor sentiment today, but it is 
influencing railway business—traffic and 
revenues. 

There are two hundred thousand 
railway workers still on strike. They 
are skilled in their line; and such is the 
nature of the various jobs about the shops 
and yards, so important are these men to 
the successful maintenance of cars and 
locomotives, that the companies have 
been unable to replace them with other 
help. That is, few persons have been em- 
ployed as strikebreakers 
who could take the place 
of the repair men. The 
newcomers have not been 
effective in any degree. The 
facts speak for themselves. 
The roads have felt the 
lack of proper and adequate 
equipment. The strike has 
been the cause of it all, and 
will be for some time to 
come a source of embar- 
rassment in the effort to 
restore normal traffic. 


Important Lines Para- 
lyzed 


Though many of the 
roads had actually settled 
the strike before the rush 
of traffic in October, nearly 


By HOWARD MINGOS 


program, suffered with the rest through 
congested traffic anc delays on the less for- 
tunate roads. Many of our more impor- 
tant lines were practically paralyzed, and 
these arteries of transportation threw the 
entire system into disorder. Even today, it 
is reliably estimated, that more than 26 per 
cent of the engines and cars on twenty 
of the leading roads are in bad order, that 
is, withdrawn from operation. There is 
no telling how much equipment still on 
the right of way is fit for the service it 
is being made to render; but a large part 
of it would benefit by a trip to the shops, 
judging by observations and reports to 
the federal agencies which make it their 
business to keep informed. 

Normally only about 10 per cent of a 
company’s cars and engines are on the 
bad-order list. The last three months have 
witnessed one of the greatest traffic sea- 
sons in this country. The demand was a 
record breaker. The response was not. 
Though car loadings were rightly report- 
ed to be the greatest in two years and so 
on and so forth, they were nowhere near 
what they should have been, or might 
have been, had the companies possessed 
adequate facilities. But the very men 


counted upon to keep in shape the engines 





all of them were caught 
with depleted equipment. © suternanenat 
Those lines, such as the 


New York Central, which 
has just finished its repair 
312 


Railroad officials and clerks eating in a dining car 
doing duty as shopmen and car cleaners during the early 


days of the strike 





and cars had been on strike since July Ist. 

Business was on the upgrade. Every- 
thing, it seemed, had to be moved some- 
where in a hurry, before Winter set in. 
There had been another banner season for 
the roads in 1920. During the week 
ending October 14th that year, 1,018,539 
cars were loaded—the record. This year 
could have been better. For the week 
ending October 21, the aggregate was 
1,003,759 and for the week ending Octo- 
ber 28, the big total of 1,014,480—within 
4,059 cars of the record. Yet it was not 
enough. The roads had not realized on 
their opporunity. They did not have the 
equipment. Their operations, taken by and 
large, were not sufficient to reimburse 
them for the expenses incurred by the 
strike. And though the roads will in- 
variably show heavy car loadings over 
certain periods it is a question whether 
many of them will show a corresponding 
increase in net earnings. 


Expenditures Increased 


They operated the same mileage this 
year as last. In fact, the same revenues 
were netted during September, 1921, and 


September, 1922, the last month for 
which authentic figures are available. 
While it would be unfair 


to place only one interpre- 
tation on a set of figures, 
one is justified by the cir- 
cumstances in pointing out 
that where they paid $103,- 
778,465 for maintenance of 
equipment in September, 
1921, they paid out $120,- 
040,733 in September, 1922. 
Where last September their 
operating revenues were 
only 3% of 1 per cent over 
September, 1921, their op- 
erating expenses were in- 
creased 8.2 per cent over 
the same month last year. 
In October, this year, oper- 
ating revenues were about 
1 per cent higher than last. 
Expenses this year were 7.6 
per cent heavier. No doubt 
a part of these expenses 
were incurred through other 
causes such as more ex- 
tensive repair programs on 
certain roads. On the oth- 
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ers there have been no facilities tor re- 
pair work. 

Men skilled in keeping the cars and 
ngines in working order are idle. The 
trikebreakers have been not only futile 
mut costly, because the companies have 
iad to board and lodge them and then pay 
1 bonus. They have had to provide armed 
irotection. Not being able to do the work, 
hat which the strikebreaker has attempt- 
d is represented on the wrong side of 
he ledger. His efforts as often as not 
iave resulted in further damage and con- 
equent loss to the company. This, too, 
vhen the companies should have been at 
he height of their earning power for the 
ear, when foodstuffs were piling up in 
he Middle West, when coal supplies, de- 
leted by the mine strike last Summer, 
vere needed in all sections of the country, 
when deliveries on manufactured prod- 
icts and raw materials were imperative 
f the economic horizon was to remain 
inclouded. 


“Transportation Disability” 


On October 30th, the shortage was 
179,230 cars. “Transportation disability,” 
.ccording to the United States Geological 
Survey, held up about 30 per cent of the 
oft-coal output. Roads which settled the 
trike in September have felt the rapid 
hange. The Baltimore & Ohio has pulled 
ip its equipment until it is now free of 
mbargoes; and general conditions are 
excellent. 

On the other hand, many of the roads 
on strike are badly handicapped, such as 
the principal anthracite roads, the Cen- 
tral Road of New Jersey, D. L. & W., 
Delaware & Hudson, and Lehigh Valley. 
Among other big lines still out are the 
Pennsylvania, Wabash, Northern Pacific, 
Union Pacific, Southern Pacific and Great 
Northern. Passenger traffic is not appre- 
ciably affected but it requires no keen ob- 
server to note the neglected or deteriorat- 
ing equipment. 


In many localities loaded trains stand 
for days without engines to haul them 
away. At the mines long strings of load- 
ed cars lie grouped among other trains 
of empties awaiting locomotives. Rusty 
rails and a general air of abandonment 
characterize many once hustling railroad 
centers in various parts of the country. 
Possibly the Middle West is receiving the 
worst of this congestion, due to the rush 
of cross-country traffic. 

Many of the roads have been operating 
engines, coaches and cars until they have 
virtually limped into the retired class. In 
the case of passenger coaches they have 
been replaced partly by old cars, partly by 
new. Some of the commuting trains into 
New York are made up of cars with oil- 
burning lamps—an indication of age if 
not actual decrepitude. Other cars are 
minus the usual fittings such as arm-rests 
on the seats, incidentals to be sure, but 
none the less representative of conditions. 

The last six months of 1922 shall have 
proved rather costly to the roads where 
the repair forces have been on strike. 
We have mentioned the cost of strike- 
breakers. This has been thousands of 
dollars a month in a single yard, at the 
division points, or in the system shops. 
Meanwhile cars and engines have con- 
tinued to operate until withdrawn for 
safety’s sake. This sort of deterioration 
will cost many of the roads a pretty pen- 
ny, this year or next, after they have be- 
gun to build up and replace their equip- 
ment. 


Psychology of Labor 


The cost of breaking in new working 
forces, once the strike is settled, means 
something. It stands to reason that a 
changed organization requires time to 
work back to a paying basis. The esprit 
de corps is utterly lacking throughout the 
country, if unprejudiced persons may pre- 
sume to judge. Shop foremen and super 
intendents are authority for the statement 





that at no time in our industrial history 
has there been so much unrest among the 
upper ranks of labor and at the same time 
so much peace. They will tell you that 
the average man’s heart is not in his 
work. It is either too much unionism or 
not enough. Fair, more than fair treat- 
ment of one class of employees breeds 
discontent among the others. Here and 
there one finds the spirit of communism; 
and on occasion said communism is noth- 
ing but a desire for a change. The rail- 
road workers have not forgotten their 
great era of prosperity during the war, 
when the red undershirt and the full din- 
ner pail were cast aside for the noonday 
change of clothing and home to the fam- 
ily table. One recalls the surprise with 
which the vast majority of railway em- 
ployees greeted their raise in wages. ~ 

And then after the war, reconstruction. 
The “American Plan” of wage adjust- 
ments, wage reductions, just or unjust, it 
is beside the point, has not met with fa- 
yor in labor circles. Strange to relate 
and there are many who will take issue 
with this statement—the skilled laborers 
are not being led by agitating leaders. 
The workers are leading their leaders. 
Theirs, apparently, is a determination to 
effect a change. One might call it com- 
munism or not. 

On the other side, that of the employer, 
little is being done to silence persistent 
rumors that the railroads set out to break 
the unions, believing that if they could 
break the national union, so much the bet- 
ter for low-wage policies, but if they 
could not break up the strike, they could 
at least hold out until forced into Gov- 
ernment ownership. Throughout the coun- 
try the laborer sees in this policy of Gov- 
ernment ownership simply another road 
to communism, at least nationalization of 
industry. The point of this is easily seen. 
Let an entire organization become ab- 
sorbed with an idea that by a run-down 

(Please turn to page 358) 


Union Pacific as an Investment 


Record of the Company—Harriman’s 
Work—Earnings of 1922 and Prospects 


HE construction of the Union Pacific 
resulted from the need that was felt 
during the Civil War for a railroad 
to connect the middle west with the grow- 
ing settlements on the Pacific Coast. In 
the absence of a rapid means of communi- 
cation with the rest of the country Cali- 
fornia was virtually isolated, and the im- 
mense uninhabited territory lying between 
could only be opened up and made acces- 
sible to settlers by means of a railroad. 
Accordingly, Congress passed an Act 
authorizing the Union Pacific to build 
westward from Omaha, Nebraska, while 
the Central Pacific, a road organized by 
Californians, was to build eastward until 
it formed a junction with the first named. 
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By JOSEPH M. GOLDSMITH 


Work on the Union Pacific was started 
in 1865, and on May 10, 1869, the golden 
spike connecting it with the Central Pa- 
cific was driven at Promontory Point, a 
few miles west of Ogden, Utah. Thus 
was completed the first iron trail across 
the American continent, which was later 
to be followed by six others within the 
United States and two in Canada. 


Early Difficulties 


Although of great financial strength and 
enviable credit standing at the present 
time, the Union Pacific has not always 
been free from financial difficulties. The 
rapidity with which its line from Omaha 
to Ogden was constructed required a 


greater outlay than it would have involved 
had the work been done in a more leisure- 
ly manner. In the final stages of con- 
struction, when the two companies were 
building toward one another in desperate 
haste in order to close the gap that sepa- 
rated them, as much as six or seven miles 
of rail was laid between a single sunrise 
and sunset. Truly a wonderful accom- 
plishment but much of it had to be torn 
up and relaid properly, and such a process 
is not conducive to economy. The cost 
of materials was also abnormally high in 
the years following the Civil War, and 
the wasteful, if not dishonest building 
contracts with the notorious Credit Mobi- 
lier all combined to burden the road with 
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an excessive capitalization from the very 
Start. 

From 1875 to 1880, however, it enjoyed 
a rather prosperous period and was able 
to pay dividends on its stock ranging from 
5%% to 8%. This prosperity was unfor- 
tunately short-lived. The Kansas Pacific, 
with its western connection the Denver Pa- 
cific, both of which were in receivership 
and consequently Lad no interest charges 
to earn, subjected the more profitable 
Union Pacific to ruinous competition. 
Rates were cut to the bare cost of opera- 
tion and the threat of transcontinental 
competition finally caused the Union Pa- 
cific to merge with them. This had been 
the purpose of their owners from the 
start. The Union Pacific was forced to 
treat their securities on an equal basis 
with its own, and the transaction, although 
enormously adding to its capitalization, in 
no way increased its net revenues. 


Advent of Harriman Management 


With able management, financial dis- 
tress was averted for over a decade, but 
the depression of 1893, especially severe 
in the west, proved too much for the 
Union Pacific which was already in a 
weakened condition. The appointment of 
a receiver for the property proved inevi- 
table. It was in the course of the reor- 
ganization designed to terminate this re- 
ceivership that E. H. Harriman, who 
more than any one man is responsible for 
the company’s later success, became con- 
nected with it. The Union Pacific emerged 
from receivership with greatly reduced 
fixed charges, and under Mr. Harriman’s 
leadership immediately entered upon a re- 
markable program of physical improve- 
ment. Over 25 millions was expended in 
a few years in reducing grades, eliminat- 
ing curves, and otherwise raising the 
standard of the track, and in purchasing 
larger and better motive power and equip- 
ment. 

Mr. Harriman foresaw the large traffic 
which the road was to be called upon to 
handle in later years and placed the prop- 
erty in a condition that would enable it 
to carry the increased tonnage economic- 
ally. The present low cost at which traf- 
fic is handled on the Union Pacific is a 


permanent tribute to this policy, largely 
inspired by him, of spending enormous 
sums in providing a comparatively straight 
and level track over which large train- 
loads can be transported at a minimum of 
expense. 

The financial history of the Union Pa- 
cific, which has been given in some detail, 
illustrates the factors which transform a 
road of poor credit standing into an ex- 
tremely lucrative enterprise. In 1897, the 
Union Pacific was still in recéivership. In 
1907, only a decade later, it was paying 
dividends on its common stock at the rate 
of 10% per annum. This phenomenal im- 
provement was made possible by the fill- 
ing up of the territory which it served, 
with the consequent increase in traffic 
which resulted therefrom. In 1899, by 
way of example, the tons of freight car- 
ried one mile per mile of road was 470,- 
000 while in 1907 it had risen to 1,010,- 
000, or more than double. Because of the 
splendid condition in which the property 
had been placed the Union Pacific was 
able to secure a very satisfactory net in- 
come from this larger volume of traffic. 


The Present System 


The original Union Pacific Rwy., con- 
sisting of the line from Omaha to Ogden, 
is the main stem of the system and has 
been completely double-tracked over the 
entire distance of 994 miles, with the ex- 
ception of 80 miles. The acquisition of 
the former Kansas Pacific, paralleling it 
and running westward from Kansas City, 
has already been described. Through con- 
trol of practically the entire capital stock 
of the Oregon Short Line and its western 
extension the Oregon Washington R. R. 
& Nav. Co., the Union Pacific reaches 
Portland and Seattle in the northwestern 
corner of the United States. The opera- 
tions of these two roads are commonly re- 
ported together with those of the Union 
Pacific Railroad under the title Union Pa- 
cific System, and any figures which appear 
in this article apply to the entire group. 

The Los Angeles & Salt Lake Railroad 
has since April 27, 1921, been entirely 
owned by the Union Pacific, which prior 
to that date had only a one-half interest. 
The complete control of this line operat- 








SECURITIES OWNED— 
NON-AFFILIATED COMPANIES 





INVESTMENTS OF UNION PACIFIC SYSTEM 
(December $1, 1921) 





Socesedesnesveosese -$199,891,000 
pedetacastuncceswenee 124,488,000 


6hawesetuneesheeee $324,379,000 


Company Par Value 
Baltimore & Ohio: 
See $1,806,000 
ieee is dew e uid 3,594,000 
Chicago & Alton Pfd.......... 10,343,000 
Chicago & Northwestern Com.. 4,420,000 
Chic., Mil. & St. Paul Pfd..... 1,845,000 
Illinois Central Com.......... 22,500,000 
New York Central............ 21,000,000 
Railroad Sec. Co.: 
ET chvene cent vies ‘ 1,937,000 
I dite t deinen ies 3,486,000 
Miscellaneous Bonds.......... 105,228,000 
U. S. Lib. Bonds & Certificates 23,732,000 
$199,891,000 
Total Non-Affiliated Companies... 
Total Affiliated Companies........ 


eee 


SECURITIES OWNED— 
AFFILIATED COMPANIES 

Company Par Value 
Los Angeles & Salt Lake R. R. $25,000,000 
Pacific Fruit Express.......... 5,400,000 
St. Joseph & Grand Island Rwy.: 

Dizet Preferred. oc .cccccccsce 5,837,000 

Second Preferred........... 8,415,000 

A ee ee 


Union Pacific Coal............ 
Miscellaneous Stocks. .......... 
Los Angeles & Salt Lake 

R. R. Ist Mtge. 4s.......... 
Other Bonds & Notes......... 


58,981,000 
18,714,000 


$124,488, 000 
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E. H. HARRIMAN 


One of the great figures of railroad 
history and saviour of the 
Union Pacific 


ing between the two cities indicated by 
its corporate designation assures the per- 
manency of the Union Pacific’s position 
in southern California. The Union Pa- 
cific does not posses its own line into San 
Francisco, but interchanges at Ogden with 
the Central Pacific, traffic originating at 
or destined for that point. 


Operating Characteristics 


From the standpoint of tonnage, agri- 
cultural products constitute the most im- 
portant division of the Union Pacific’s 
freight classification, and in 1921 repre- 
sented over 41% of the total. Because of 
the relatively high rate at which these 
commodities are handled, as compared to 
that on such low-grade freight as coal or 
lumber, agricultural products probably 
furnish at least one-half of the total 
freight revenue. Large quantities of grain 
from the Northwest and fruit from Cali- 
fornia are shipped over the Union Pa- 
cific. The latter is transported in special- 
ly equipped refrigerator cars and in 1920 
the Union Pacific turned over to other 
roads, at its eastern terminus at Council 
Bluffs, about 33,000 carloads of apples 
and other fresh fruits. In 1921, due to 
fruit and vegetable crop failures in the 
East and Middlewest, shipments of these 
products from California, Oregon, Wash- 
ington, and Colorado were especially 
heavy. 

Lumber moved eastward in very large vol- 
ume. Solid trainloads westbound are mainly 
confined to automobiles and steel prod- 
ucts, while coal and manufactured prod- 
ucts also move in this direction. The most 
lucrative traffic is predominatingly east- 
bound. 

Because of the high standard at which 
its physical property has been maintained 
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ind the heavy traffic that it obtains, much 
f it moving over long distances, the 
inion Pacific’s operating ratio is the low- 
st of any of the transcontinental roads. 
‘his ratio represents the percentage of 
ross revenue which is absorbed by oper- 
ting expenses and is an excellent index 
f operating efficiency. In 1915 it amount- 
d to only 55% while in 1920 it reached 
5%. In spite of the increase, in the lat- 
: year it was ten points less than that 
‘ the Southern Pacific, whose operating 
atio ranked second among the trans- 
mtinental lines. 
Low transportation expenses per train 
tile largely account for Union Pacific’s 
ighly satisfactory ratio, which in 1921 
as 72.5%. Expenditure for maintenance 
heavy and it is in the actual running 
.£ the trains that the greatest economies 
re effected. Its large proportion of long- 
iaul through traffic and the direct and 
well-equipped route which it possesses en- 
ible Union Pacific to make this excellent 
howing. 


Outside Investments 


The Union Pacific is not only an oper- 
ting railroad but also possesses an enor- 
nous reservoir of investment in outside 
roperties. Using the words of Prof. Wil- 
iam Z. Ripley, “these investments are in 
art the result of thrift and masterly 
nanagement and in part the result of bold 
and successful speculation.” Its tremen- 
lous holdings of bonds and stocks of 
tther railroads, in none of which it owns 
1 majority or controlling interest, date 
back about fifteen years. 

In 1901, Harriman, who was then di- 
recting the affairs of the Union Pacific, 
attempted to wrest control of the North- 
ern Pacific from the Hill interests by 
securing a majority of its stock. The 
amount which he acquired did not give 
him control and this stock was deposited 
with the Northern Securities Co., which 
was organized to hold the stock of the 
Northern Pacific, and also of the Great 
Northern. The Supreme Court a few 
years later ordered the dissolution of this 
holding company and the Union Pacific 
received as its share in the distribution 
large blocks of Northern Pacific and 
Great Northern stock. 

In neither of these companies did it 
have a controlling interest and in the 
great bull market of 1906, when the prices 
of these two stocks were very high, the 
Union Pacific disposed of the holdings at 
a conservatively estimated profit of 51 mil- 
lions. The money realized from the sale 
had to be reinvested and between June 30, 
1906, and March 1, 1907, over 130 millions 
worth of stocks and bonds of other rail- 
roads were purchased. At the present 
time the Union Pacific owns large amounts 
of the stock of the New York Central, 
the Illinois Central, and the Chicago & 
Alton, the latter, however, being of very 
little value. 

The income received in 1921 from its 
total security holdings which had a par 
value of $324,379,000, amounted to $12,- 
290,000. Interest on the Union Pacific’s 
own funded debt was only $15,914,000, so 
that without turning a wheel on its own 
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lines 77% of its fixed charges would be 
covered. 
The Union Pacific’s stock capitalization 


consists of $99,543,000 preferred and 
$222,293,100 common. The preferred is 
so well covered by earnings that the fluc- 
tuations in its price, as in the case of 
high-grade bonds, indicate a change in the 
prevailing interest rate rather than any 
difference in earning power. It pays 4% 
per annum and on the slightly less than 
100 millions outstanding only $3,981,000 
is required. This sum is ordinarily earned 
almost ten times over and at the present 
price of the preferred of 74 as of De- 
cember 4 gives a yield of only 5.40%, be- 
low which basis only the very best bonds 
sell. 


Earnings on Common 


The earnings on Union Pacific common 
over the last decade are shown in the ap- 
pended chart. More than the present 10% 
dividend rate has been earned in every 
year and it will be noted that the war pe- 
riod, instead of adversely affecting net 
income from the operations, actually in- 
creased it as compared with the preceding 
years. In this respect the Union Pacific 
is unique among the railroads of the coun- 
try and is one of the few roads that 
earned during the period of Federal Oper- 
ation more than the amount of federal 
compensation due it. 

Beginning in the autumn of 1916, ship- 
ping through the Panama Canal and ex- 
ports through Pacific ports were prac- 
tically suspended as all available ships 
were transfered to the Atlantic. As a re- 
sult, transcontinental traffic, which was 
greatly stimulated by the abnormal ex- 
ports to Europe, moved entirely by rail. 
The Railroad Administration concen- 
trated this traffic on the Union Pacific 
during the years of Federal Control be- 
cause of its direct double-track easy- 
grade line. When quick deliveries were 
of such vital importance the short direct 
route was favored over the more round- 
about line. This long-haul traffic moving 





which is $4,690,000 below that earned in 
the same period of 1921. Assuming that 
the remaining two months produce their 
normal proportion of the total, earnings 
on the common stock will be approximate- 
ly $10.50 per share. 

In view of the very large liquid sur- 
plus which the Union Pacific possesses, 
and the probability that earnings will 
continue to cover the present dividend re- 
quirements, it seems that the 10% divi- 
dend ratio may be considered secure. The 
Union Pacific occupies a very strategic 
position in the transportation system of 
the United States. It is the most direct 
and most advantageously located of 
any of our transcontinental carriers as it 
draws its traffic from every section of 
the Pacific Coast. As the period of war- 
time operation demonstrated, it is equipped 
to handle economically a very much 
greater volume of traffic. 

Union Pacific common, as of Decem- 
ber 15, is selling at slightly less than 140, 
at which price it yields over 7% on the 
sum invested. A 7% return on a railroad 
stock of this calibre may be regarded as 
highly satisfactory. In 1911, when the 
dividend rate was the same as at present, 
Union Pacific sold as high as 192, 

The Union Pacific System is phys- 
ically and financially one of the best 
railroad properties in the country. 
Both from the standpoint of yield and 
intrinsic value, its common stock rep- 
resents an extremely attractive invest- 
ment. However, it is well to point out 
that railroad stock issues are in an 
uncertain stock-market position on ac- 
count of the unfavorable earnings re- 
ports of many of the roads and on 
account of proposed vafavorable na- 
tional railroad legislation, and that 
in such a market the best issues de- 
cline in sympathy with the weak ones. 
In that event, it would seem conserva- 
tive for investors considering invest- 
ment in Union Pacific to defer pur- 
chase until current uncertainty in the 
market is dissipated. 





in large volume, much of 
it over almost the entire 
length of the road, natural- 
ly proved exceptionally 
profitable, and largely ac- 
counts for Union Pacific’s 
excellent earnings through 
the period in which most 
roads were operating at a 
deficit. 

In 1921 earnings on the 
common stock amounted to 
$12.29 per share, but for 
the current year they will || 
probably fall below this fig- |} 
ure. Net operating income 
for the first seven months 
of 1922 was practically 
equal to that earned in the 
corresponding period of last || 0 
year, but the increase in || 
operating expenses attribut- 
able to the shopmen’s strike 
caused a_ substantial de- 
crease in net revenue. For || 
the ten months ending Oc- | 
tober 31, 1922, net operat- way 
ing income was $25,285,000 =~ 
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Nearby Prospects for Business 


Symptoms of Recession Noted—Movement of Foreign Trade Mis- 









leading—Prices Hesitating—Credit Situation at Turning Point 


, W vice will be the 
1 a future of business 
a * ' during the winter 
“( ( now opening and the 
“2 ¢ spring that is to follow 
#;, it? This question is far 
me from easy to answer. 
Some indications of reces- 
sion which had begun to 
R f show themselves a few 
bey aens Yep — ago are now be- 
pa ie # ing amplified and con- 
firmed in a way that sug- 
gests that the upward business movement, 
which culminated during the autumn, has 
passed its top level, and may be expected 
now to show recession although probably 
not in any extreme degree, so far as can 
be foreshadowed today. 






Tendencies in Production 


The tendencies in production are un- 
doubtedly somewhat mixed. So far as 
carloadings, unfilled orders, and most of 
the usual business indexes are concerned, 
they point practically to a maintenance of 
present conditions, or in some instances 
an improvement of output. This can be 
seen reflected in the figures for the iron 
and steel trade which, as usual, are pre- 
sented herewith in the form of diagrams. 
It is also true that in certain lines of pro- 
duction which have for a long time shown 
relative depression, there is a more en- 
couraging outlook. Nevertheless, it is 
true of a good many industries that they 
are on a more or less hand-to-mouth 
basis and do not show the buoyancy and 
vigor that has been expected, so far as 
future prospects are concerned. If the 
railroads did not have the immense vol- 
ume of coal that is now passing over them 
and if this had not coincided with a heavy 
seasonal crop movement, they would not 
show the traffic returns which have 
brought the incomes of Class 1 roads up 
to $85,000,000 for October, a yield of 
4.05%. Moreover, the production of va- 
rious basic materials, although still high, 
shows some signs of recession in the near 
future which ought not to be neglected. 
It is still to be determined which way the 
manufacturing movement will tend after 
the usual period of winter quiet is over, 
and at present the indications are rather 
on the side of recession from recent high 
points. 


The Testimony of Prices 
In this connection, the testimony of 
prices must not be ignored. There is still 
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an upward trend, witnessed by a slight 
gain in the indexes for November. Some 
of these indexes show a gain of as much 
as 1.7 points; others indicate slight gains, 
if any, apparently showing distinct hesi- 
tation as a result of irregular movements 
of values, some of which by falling off 
have offset the influence of other factors 
toward higher levels as in the case of the 
agricultural commodities. Those who ex- 
pected a steady inflationary movement of 
prices which would carry them rapidly 
forward during the autumn and winter 
are evidently likely to be disappointed, un- 
less of course inflationary banking should 
set in with the result that higher values 
would be brought about through specula- 
tive operations conducted on the strength 
of borrowed money. This, however, is 
for the future to determine, and so far 
as present factors are concerned, it must 
be admitted that no very pronounced in- 
crease of prices appears to be in sight for 
the immediate future. This fact should 
be studied in conjunction with the in- 
fluences making towards recession in vol- 
ume of product, and tends decidedly to 
confirm the opinion that a ver, large ex- 
pansion of output and business is not now 
indicated by figures for trade and manu- 
facture. Foreign movements of prices 
tend somewhat upward but this is rather 
the result of the banking situation there 
than of the real demand for commodities. 


Importance of Foreign Situation 

The importance of the foreign situation 
has not lessened and deserves the most 
careful consideration. So far as figures 
go comparisons are now difficult because 
of the absence of import statistics for any 
period since the adoption of the new 
tariff. The latest export returns, how- 
ever, show what appears to be a decisive 
advance amounting to about 60 millions. 
This is referred to by some as indicative 
of a return of prosperity and a rejuve- 
nation of foreign trade. Analysis shows 
that for the month in question (October) 
the increase was due to a gain of about 
50 millions in cotton, a commodity which 
went abroad in large quantities and at 
much higher prices than heretofore. As 
to this it should be remembered that the 
large exports of cotton are partly due to 
the introduction of the practice of ware- 
housing large quantities of spot cotton in 
foreign countries in order to be able to 
sell for cash to spinners who are able to 
select what they want by actual inspec- 
tion of the different grades. The larger 
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exports do not altogether indicate a cor 
responding improvement in foreign busi 
ness. Apart from this cotton trade thi 
expansion of 10 millions for the montl 
is of course nominal and a good many 
commodities have actually receded during 
the period. There seems to be no reaso1 
to change the opinion that our foreign 
trade is in an unsatisfactory condition, 
and likely to remain so pending the ad 
justment of the important questions affect 
ing business abroad, which thus far show 
little indication of early settlement. In 
fact, the financing of foreign trade is in 
a less satisfactory condition now than for 
a long time past, and there is not much 
to be drawn from it in the way of com- 
fort for those who hope for an impetus 
to prosperity in that direction. 


Activity of Home Business 


It is not to be denied that decided ac- 
tivity of retail and wholesale trade at 
home appears to warrant the belief that 
for the present at least there is ampk 
consumptive demand which of cours¢ 
should make for favorable commercial 
prospects. This is shown by the returns 
for both retail and wholesale trade, of 
which the former is herewith presented 
diagrammatically. By way of offset, how- 
ever, it should be borne in mind that year- 
end retail business is usually likely to 
show a strong seasonal advance while this 
year the effect upon wholesale trade of 
retail demand has been very direct be- 
cause of the extensive exhaustion of re- 
tail stocks. 


It would seem likely that this increased 
activity of consumptive demand has, how 
ever, reached its upper limit for the pres- 
ent or perhaps passed it. One factor 
which has tended to impede the otherwise 
rapid growth of purchasing demand by 
the consumer has been the fact that the 
farmer, although generally well placed as 
a result of his substantial production for 
the season, has not been able in the West- 
ern parts of the country to realize very 
good prices on the farm, partly due to 
high freight rates and partly to the un- 
certain demand for grain and foodstuffs 
in foreign countries that are not in posi- 
tion to pay for them on the terms exact- 
ed by our sellers. As a result, the farmer 
continues to lag behind the rest of the 
community in purchasing power, price 
levels being still badly adjusted from his 
standpoint, a factor which inevitably han- 
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West 


UBLIC opinion, as to whether the 

long-sought-for “prosperity” has 

arrived, is about to arrive, or will 
be with us some time in 1923, is con- 
siderably divided. Many people, re- 
membering that during the latter part 
of 1921 nearly every financial writer, 
economic authority, banker and _ so 
forth, was more or less afraid to ven- 
ture an opinion of what 1922 would 
bring forth, are still inclined to believe 
that the “panic” which these men evi- 
dently saw forthcoming is still ahead 
of us. On the other hand, when busi- 
ness started to boom in many directions, 
such as the automobile industry, oil, 
public utility operation and some others, 
a great many of the public were carried 
away with the idea that we had at 
last started to experience the beginning 
of a great era of Prosperity. 

It must be granted that some recov- 
ery has been evident during the past 
year in many branches of industry. 
But, as to whether this so-called “boom” 
will be one of lasting character—of a 
substantially long duration—or whether 
it is merely a temporary, natural re- 
action from the post-bellum deflation 
period, still remains to be seen. 

Tue MaGazine or WALL Street has 
for some time past endeavored to place 
the correct answer to these questions 
before its readers in the form of in- 
terviews in which many prominent 
financial authorities, economists and in- 
ternationally-known bankers have pre- 
sented their views. It may be said that 
the most noteworthy of these views 
have depicted this recovery in business 
conditions as a natural reaction from 
the period of depression. On the other 
hand, we have had many articles from 
world-known business giants which 
tended to show that the present rate 
of prosperity was only a forerunner of 
a.sustained period of what has been 
described by them as “the greatest 
period of prosperity this country has 
ever known.” It must be said, in jus- 


A Bird’s-Eye View of Business 


Leading Bankers in North, East, South and 






Depict Present Economic Conditions 


tice to the men presenting these latter 
views, that in most cases, a period of 
business inactivity was forecasted be- 
fore conditions should reach the stage 
of “lasting prosperity.” 

With the idea of presenting condi- 
tions as they really are at the present 
moment, we have divided the country 
into its four great districts and obtained 
a “bird’s eye” view of the country’s 
business and industrial conditions as 
they exist at the present moment, be- 
sides what the outlook for the future 
is, from the opinions of representative 
leading bankers in these respective dis- 
tricts. In this manner, we believe we 
have covered every section of the 
United States in the most thorough and 
accurate way possible. The views of 
these authorities may be accepted as 
accurate descriptions of conditions 





existing in each of the important dis- 
tricts respectively presented. Of the 
statements we were fortunate in secur- 
ing, there are two that seems to be the 
most significant—those of the Federal 
Reserve governors—because they sub- 
stantiate what ‘we have believed for 
some months past—namely, that the 
position of the cotton grower and that 
of the wheat farmer show sharp con- 
trasts. According to Governor Well- 
born of the Atlanta District, the South 
can reasonably look forward to good 
business, whereas Mr. Bailey of the 
Kansas City district, acknowledges that 
while there has been some improve- 
ment in wheat farming conditions re- 
cently this section of the country is 
still below normal in its share of busi- 
ness activity. 


Industrial Conditions in the East 
By JOHN E. EDGERTON 


President, National Association of Manufacturers 


NDUSTRY in the eastern section of 
the country is in a very healthy and 
promising condition. 

Production and labor, always the finest 
barometers of business and recovery from 
times of depression, are in their most 
encouraging status in several years, based 
on sane and substantial development. 

Labor is scarce in a great many of the 
industrial centers; some of our eastern 
cities reporting a shortage of as many as 
10,000 men in a dozen districts; our New 
York State official figures confirm a short- 
age and the Federal survey shows there 
is a scarcity of labor in all the indus- 
tries of the nation. Thi. parallels our 
own reports in several states. 

This means, of course, that production 
is at the highest possible peak in view 
of the present shortage of labor, and it 

emphasizes again 








A Cotton Warehouse in the South 


the necessity for 
a revision of the 
immigration laws 
to obtain desirable 
labor for those 
industries which 
cannot be filled by 
our own native 
young labor. That 
our production is 
above what might 
be called normal 
is shown not only 
by our own re- 
ports but by Gov- 
ernment figures 
which indicate a 
tremendous gain 


over what they 
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were a year ago, particularly to the Soutl 
American countries. Exports in Novem 
ber from New York reached their highest 
mark. 

And on top of these broader healthy 
conditions, all the reports predict that the 
coming holiday retail business in New 
York City promises to break all records 


CONDITIONS IN CALIFORNIA 
An Interview With Charles Sutro 
UERIED by a representative o 

THE MaGAzINE OF WALL STREE 

on financial conditions in Califor 
nia, Mr. Charles Sutro, a well-known in 
vestment banker, stated: 

“In the matter of subscribing for Gov 
ernment bonds issued by the Treasury, 
this district (California) has given a goo 
account of itself. Bank clearings of San 
Francisco show that this is an indepen 
dent center financially. Interest rates in 
this section are a great deal more stabk 
than in any section of the United States 
They do not follow the extreme high or 
extreme low rates occasionally found it 
the eastern centers.” 

As may be inferred from the abov: 
there is palpable satisfaction with condi 
tions as they are in California and lively 
expectations are indulged in for the fu- 
ture. Inasmuch as California is to a cer- 
tain extent typical of the entire Pacific 
Coast region, these views of Mr. Sutro 
are of importance. As indicated, Califor- 
nia now gets along nicely with little east- 
ern financial aid. Time was when San 
Francisco or any other part wanted to 
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What the Advance in Cotton 


Means 


By M. B. WELLBORN 


Governor Federal Reserve Bank of Atlanta, Ga. 


N advance in the value of South- 
ern crop over 1921 of approxi- 
mately 1 billion dollars has placed 
Southern farmer on his feet after 
o years of struggle against adverse 
siness conditions. Farmers are mar- 
ting their crops in an orderly man- 
r instead of dumping them on the 
irket and will get the benefit of the 
gher prices for farm products, some- 
ng which has not always happened 
the past. 
Cooperative marketing associations 
e aiding this orderly disposal of prod- 
ts, and are meeting with such suc- 
ss that their membership may be ma- 
rially increased next year. The year’s 
op receipts in the South will be suffi- 
nt to clear away a large part of the 
lebtedness caused by the loss of 
20, and will furthermore give the 
rmers a spending surplus which will 
reflected shortly in retail trade 
oughout the South and eventually in 
wholesale and jobbing trades. Re- 
il trade has been affected by the mild 
nter but all indications point to a 
lendid retail business next spring. 
I believe the South is entering upon 
new era of prosperity. The recovery 
the South’s business centres primar- 
on cotton, but prices have also risen 


1 other farm products such as sugar, 

ce and tobacco. 

It seems likely now that there will 
a good price on cotton for some 








years to come. 
There will be 
no more bumper 
crops of cotton 
in the South un- 
til more effective 








will not take the risk in the face of boll 
weevil conditions. 

This pest is so widely distributed 
that it takes a nervy farmer to make a 
crop. As a result, many negro farmers 
who are unable to obtain credit for the 
making of a crop are going North. 

The leading farmers are turning 
their thoughts to cooperative marketing, 
and where this movement tends to- 
wards the more gradual and orderly 
distribution of the crops to the con- 
suming markets it is receiving the sup- 
port of the bankers. 

I have never seen the time in the 
South when the financial institutions 
stood so strongly behind the farmers, 
and the Federal Reserve system is back- 
ing up these institutions when they of- 
fer their customers’ notes for redis- 
count. Manufacturing conditions in the 
South are encouraging, unemployment 
has virtually been wiped out and build- 
ing operations continue on a large 
scale. 





Grain Districts Still Subnormal 
High Transportation Charges Affect Farmers 
By W. J. BAILEY 


Governor Federal Reserve Bank of Kansas City 


WILL say that while conditions are 
not normal in this great agricultural 
district, they are slowly improving, and 
e not what is represented by the sensa- 
mal writers and some men in high offi- 
il positions who, apparently, are trying 
make political capital out of the un- 
rtunate deflation of prices that resulted 
an aftermath of the World War. So 
ir as business conditions are concerned 
can give no better picture than by quot- 
g from the last Monthly Review of the 
ederal Reserve Bank of this district: 
“Business throughout the Tenth Fed- 
al Reserve District has developed high 
omentum during the late fall and in 
ite of the handicap of inadequate trans- 


portation facilities, it is moving at this 


presented 


ite in November in larger volume than 
x more than two years. The reports 
in the November issue of the 


Vonthly Review reflect larger distribu- 
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tion of merchandise by wholesalers and 
increased sales by retailers. There are 
evidences of further expansion of most 
lines of manufacture. Mining in all 
branches is showing great activity. The 
flow of crude oil continues high notwith- 
standing efforts to restrict the output to 
current demands. Live stock marketed 
closely approximates the war-time volume. 
Movement of grain, though still below last 
year, is in increased volume. Building and 
general construction operations are at high 
records for the year and since the World 
War. 

“While the reports show unmistakable 
evidence of a high tide of business activity, 
and while the railroads are reporting in 
creased car loadings and movement of all 
kinds of freight, complaint is made from 
practically every line of trade and indus- 
try of the car shortage curtailing move- 
ment of freight, to such an extent as to 


means of com- 

bating the boll 

weevil have been 

found. Credit 

facilities to ten- Huge Water Power Resources Typical of the West 
ants are ex- 

tremely limited as banks and merchants 


might have 
were the 
move all 


cause speculation as to what 
been the volume of business 
railroad facilities ample to 
freight offered. 

“The freight car shortage has been keen- 
ly felt throughout the entire agricultural 
region on account of the inability to move 
farm products expeditiously, and the 
farmers’ ability to meet financial obliga- 
tions and to purchase needed machinery, 
equipment and supplies has been seriously 
impaired. The maintenance of high trans 
portation charges by the railroads has also 
been a very heavy burden upon the agri- 
cultural and livestock interests of this sec 
tion, contributing largely to the dispro 
portionate relationship between the prices 
received by the farmers for their prod- 
ucts and the prices they pay for finished 
products, a common complaint from all 
agricultural sections.” 


ANOTHER VIEW OF THE 


SOUTH 
By Caldwell Hardy 
Chairman and Federal Reserve Agent 


Federal Reserve Bank of Richmond, Va. 


EQUESTING the views of the Fed 
R esi Reserve Bank of Richmond, 

Va., on general business conditions 
in that district, permission was given to 
quote directly from Mr. Hardy’s month- 
ly report. In a general way these views 
coincide with those of Mr. Wellborn who 
also reported on conditions and the out- 
look for the South. Mr. Hardy’s analysis 
follows : 

“The outstanding development in busi- 
ness circles in the Fifth Reserve District 
during October and early November was 
the steady and substantial rise in cotton 
prices, the spot quotations in the two 
Carolinas advancing from an average of 
20.88 cents per pound during the first 
week in October to 25.50 cents per pound 
during the week ending November 11th, 
a gain of approximately $25 a bale in six 
weeks. Tobacco prices have also moved 
upward, and averaged $30.41 per hundred 
pounds for bright leaf on Virginia mar- 
kets during October. The influence of 
the improvement in the farmer's position 
is reflected in practically every line of 
commerce and industry in the District, 
and while it cannot be said that condi- 

(Please turn to page 372) 
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Farmers Still in Debt and Buying Conservatively— 
Outlook for the Shares of the Principal Companies 


‘’ PEAKING before the annual meet- 
ing of the Academy of Political Sci- 
ence a few weeks ago, Vice-Presi- 

dent Roberts of the National City Bank 
stated that the agricultural distress of the 
past two years was due to “too much bor- 
rowing.” This tersely explains why, in 
spite of a considerable rise in the value 
of farm products in the past two months, 
the farmer is still not to be reckoned as 
a buying force of great importance. The 
fact is that the agricultural interests are 
suffering because of the debts they in- 
curred during and directly after the war. 

It might have been expected that the 

high prices received for farm products 
at that time would have been taken advan- 
tage of by farmers, so as to liquidate their 
past debts and to put away part of their 
surplus as insurance against lean times 
to come. This, unfortunately, was not 
the case. Instead of liquidating their 
then indebtedness the farmers speculated 
very heavily in farm properties buying 
more land than they had use for at ter- 
rifically high prices. In some states, ac- 
cording to Mr. Roberts, the aggregate 
farm mortgage indebtedness increased no 
less than 100% in the 1910-1920 period. 

Debts incurred during this period are 

still being paid for, which accounts for 
the fact that while the farmers, as a 
whole, are at least making some profits 
for their efforts, they are unable to enter 
the market for current consumption. Be- 


fore they make new commitments they 
must pay off their debts. 

In the meantime, many of the great in- 
dustries which are dependent on farm 
purchasing power have to mark time and 
wait for the return of the farmer to pros- 
perity. 


By A. T. MILLER 


Among the important industries to di- 
rectly feel the effects of the unfavorable 
financial position of the farmer is the 
agricultural machinery-manufacturing in- 
dustry. For two years this formerly 
prosperous industry has been in an ex- 
tremely adverse position especially since 
it has been unable to sell abroad. Thus, 
with both of its great markets—foreign 
and domestic—cut off, it has been unable 
to report profits. 

As is natural in such a situation, there 
has been tremendous competition among 
the principal factors in the industry, more 
so since competition has developed from 
outside factors in the industry such as 
Ford and other concerns which formerly 
confined themselves solely to the manu- 
facture of motor trucks and passenger 
cars. 

Before the war, the principal farm im- 
plement manufacturers could count on a 
sufficiently reasonable amount of business 
to insure profitable operation but during 
that period they held the field to them- 
selves. There were no Fords or General 
Motors to take away a good share of their 
business. This situation has changed, how- 
ever, principally during and after the war. 
The field is no longer held by Interna- 
tional Harvester and other old-time con- 
cerns. It has been invaded—and success- 
fully—by the motor companies and they 
have come ‘to stay. Therefore, to judge 
that since normally the farm implement 
makers have been in a favorable position, 
they will soon again revert to that posi- 
tion, is not strictly justified. The outlook 
is that even if the farmers do revert to 
full prosperity, the old-line companies in 
the field will have to stand the great com- 
petition which has developed in the past 





decade or so. 
tractive aspect to the fundamental pos 
tion of the industry as a whole. 


The time will come again, of cours:, 


when this industry will be justified 

looking forward to satisfactory profits i 
normal periods but by that time the ir 
dustry will consist only of the really eff 
cient producers who are able to sell 

very low costs and who are able to operat 
profitably at a small profit per unit. TI 


excessively capitalized factors in the in- 


dustry that can operate profitably only i 
abnormally prosperous periods will hav 
to give way to their more efficient pr: 
ducers. 

The industry today is chiefly compose 
of a few large companies whose produc 
tion is solely confined to the manufactur 
of harvesting machinery, ploughs and th 
like; Ford and General Motors who hav 
added this type of output to their produc 
tion; and a number of small and com 
paratively weak companies, some of whic 
on account of severe competition hav 
already been forced to suspend operation 

Of the principal factors in the field 
these stand out among those that mam 
facture farm machinery exclusively: I 
ternational Harvester, Advance-Rumely, 
J. I. Case Threshing, Case Plough, Deer 
& Co., and Emerson-Brantingham. Adde: 
to these companies are Ford and Genera! 
Motors, but the two latter are exclude: 
from this discussion as having other i1 
terests—and more important ones—than 
the manufacture of farm machinery. Th 
securities of all of the first six companies 
are listed on the New York Stock Ex 
change and a brief description of th 
financial position and outlook for eac!) 
follows : 
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International Harvester Company 
Extra Dividends Eliminated 


VHIS company is the dominating fac- 
tor in the industry. International 
Harvester has been in operation 


sice 1918 in the present form and is the 


5.8 5 ms eee es 
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ult of the merger between Interna- 
ial Harvester Corporation and the In- 
national Harvester Company of New 
sey, both of which companies were 
mselves the result of a split of the old 
ent company whose dissolution was 
ered in 1902 «Ss a result of the Gov- 
ment’s anti-trust suit. 
hough _ normally this company has 
at earning power, it has been unable 
earn a balance for the common stock 
e 1920. Parenthetically, therefore, it 
y be remarked that if this huge cor- 
ation has been unable to make. profits 
ing the past two years, the situation 
h its competitors must have been even 
re unfavorable as will be seen from 
ther analysis of this industry. 
n the past two years, the company has 
| to contend with two especially grave 
tors, one the liquidation of its foreign 
crests in 1918 and 1919, and second the 
of farm-purchasing power since the 
idle of 1920. Space does not permit 


n analysis of the company’s foreign ven- 


's. Suffice to say that as a result of 
ced liquidation of its interests in Eu- 
e, especially in Russia, it had to write 
losses amounting to no less than 53 
lions, equivalent to nearly $60 a share 
the common stock. 

y 1920, the company had arrived at a 
ition where it no longer had to con- 
d with foreign difficulties as its inter- 
Ss were liquidated, but at about that 
ie came the depression in the domestic 
m situation with the result that its 
ning power has steadily declined since. 
rnings which had been $26 a share in 
7, $28 in 1918 and $21 in 1919 declined 
$14 in 1920 and in 1921 there was a 
cit after preferred dividends. This 
r, the company has had to dip into sur- 
s to pay common dividends and recent- 
ibolished the extra payment of 4% in 
k which was inaugurated in June, 
1. The common stock is now on a flat 


5 basis. 


nvestigators, analyzing this company’s 
neial position, are apt to make the 
it that the book value—around $185 a 
re—entitles the stock to sell at a price 


not far away from this figure. There is 
no question as to the high equity value 
of the stock but it may be pointed out 
that the true value of a stock does not 
consist of its theoretical book value but 
of its earning-power value and, as seen 
in recent years, International Harvester 
has not earned a sufficient amount to war- 
rant its common stock selling at a level 
where stocks usually return a larger yield 

Financially the company is in a strong 
position as compared with other com- 
panies in the field but is not in so satis- 
factory position as it has been. The most 
unfavorable feature is the comparative 
inability of farmers to liquidate their 
debts to the company though some im- 
provement has recently been shown. Still, 
Harvester has to carry on its books many 





tarmer- 


of its financially embarrassed 
customers and it will probably have to do 
so for a considerable period. 

Interest naturally centers itself on 
prospect for earnings. In this connection, 
it is hardly likely that the company will 
be able to make a satisfactory showing 
at least during the early part of next year 
and consequently the company will prob 
ably be compelled to continue dividend 
payments from surplus. 

There is no funded debt, the senior 
obligation being 60 millions 7% cumula- 
tive preferred stock, now selling at about 
112-117 (bid and asked prices). This 
issue is high grade but the yield is rather 
unattractive for ordinary investment pur- 


the 


poses. 

' The common stock has recently suf- 
fered a drastic decline from 110 to 86 
as a result of suspension of the stock 
dividends, but even at the lower price 
now prevailing does not appear attrac- 
tive from a yield viewpoint. 





Advance-Rumely 
A Conservatively-Managed Company 


DVANCE-RUMELY, in a general 
way, may be considered a smaller 
competitor of International Har- 
vester. The company has been engaged 
in its present activities of manufacturing 
and selling tractors, ploughs and other 
types of agricultural implements for many 
years. On the whole, it has had a fairly 
good record since 1915 which was the 
year of organization of the new company 
Since the common stock, as will be seen, 
is a purely speculative issue, the com- 
pany’s earnings should be judged by what 
it has been able to show on the preferred 
stock. Thus, in the period 1916 to 1920, 
the amount of earnings on the preferred 
stock was $45.71, an average for the five- 
year period of over $9 a share. On the 
other hand, the rate of earnings since 1919 
has steadily lessened. Thus, the company 
earned $19 a share on the preferred stock 
in 1919, $10 a share in 1920, nothing in 
1921 and very likely will either show a 
small deficit this year or a small profit. 
The same influences which have affect- 
ed International Harvester have affected 
Advance-Rumely. Thus it showed a defi- 
cit of about 500-thousand in 1921. 


That the company has a conservative 








EARNINGS OF FARM MACHINERY MANUFACTURERS 


International Harvester Advance-Rumely J. I. Case Threshing Emer.-B’gham 
aannnsnaeinsatneniaeatnentie aaa 


a 


Earned on Divs. on Earned 
com. common on pfd. 
= $25.87 = $4.41 
SMEARS: 28.14 $1.50 9.53 
1919. 21.01 6.00 19.25 
1920...... 14.39 6.50 (a) 10.04 
SPORES Deficit 6.00 (b)_ ..... 
ee: Probable deficit 6.00(c) (d) 


after dividends 


(a) Also 12%4% in common stock. 


common stock; common stock dividend abolished Dec., 1922. 
(e) Probably small balance on common. 


preferred dividend. 


(g) Also 42.8% in stock. 


(b) Also 4% in common stock. 


— =— 
Divs. Earned Divs. Earned Divs. 
on pfd. oncom. oncom. on pfd. on pfd. 
a ae see | t-. 
one $8.11 rom 10.54 $1.75 
$6.00 41.27 $7.00 (f) 10.87 7.00 
6.00 11.80 10.00 ( 7.17 7.00 
4.50 Deficit ..... Deficit 
3.00 (e) cob Deficit 


(c) Also 3% in 
(d) Probable deficit after 
(f) In Liberty Bonds. 
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management can be seen from the fact 
that since incorporation in 1915 it ploughed 
back into the property about 4.5 millions 
out of a total net earnings of 5.7 millions. 
Additionally, it protected itself by with- 
drawing from its markets at the begin- 
ning of the deflationary period, so that it 
was not caught with excessively heavy 
inventories. Business has improved some- 
what in the past few months but nothing 
to suggest a wide margin of earnings. 


Capitalization 


The company has only a small funded 
debt of less than 1 million in debentures 
maturing in 1925. These debentures were 
reduced to the present small amount from 
3.4 millions, which was the debt in 1915. 

There are two classes of stock, the 6% 
cumulative preferred, outstanding to the 
amount of 12.5 millions and the common, 
of which there are 137,500 shares of $100 
par value. 

The dividend record on the preferred 
has -been irregular, having paid amounts 
of $4.50 per share in 1919, $6 in 1920 and 
$5.25 in 1921. It is now on a $3 basis, 
accrued dividends amounting to $6 at the 
end of this year. 

The preferred stock 
43 returning about 7% on the investment. 
Considering, the $6 in accrued dividends, 
the stock is really selling at about 37. If 
held for a long period this issue should 
produce satisfactory results. The com- 
mon stock is purely speculative, hav- 
ing shown earning power in only three 
years since the company’s incorpora- 
tion and these were years of abnor- 
mal profits in this line. It would ap- 
pear that in any normal period, most 
of the company’s profits would go to 
the preferred stock and that there 
would be little left for the common, 
(Please turn to page 365) 
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_ Stocks That Seem High Enough 


An Analysis of Five Securities That No 


Longer Appear to Be in An Attractive Position 


| N a previous article an attempt was 
made to emphasize the position of 

several speculative stocks with the 
wea of impressing upon the potential 
buyer that this is a period when it is 
highly essential to exercise careful dis- 
crimination in making speculative com- 
mitments where income return, as well 
as the opportunity and price deprecia- 
tion, is a dominating factor. 

In this second article additional is- 
sues have been selected for discussion, 
issues which seem to have done their 
full share in discounting improvement 
in conditions and to have reached a 
point where the largest part of the 
speculative possibilities has already 
been registered, also to have come to 
a level where immediate income return 
is not compensatory. 


When Anaconda ob- 
tained control of the 
American Brass Com- 
pany early in 1922, the thought behind 
the acquisition was the desire to es- 
tablish a steady and ready market for 
Anaconda’s copper. The American 
Brass Company is one of the largest 
individual copper consumers in the 
world, but it is too early to determine 
how this merger will work out as re- 
gards the earnings of Anaconda. The 
present problem in considering the 
market value of Anaconda shares has 
more to do with the ‘question of 
whether the company can make a fair 
margin of profit with copper metal sell- 
ing at fourteen cents a pound. Ana- 
conda’s production costs never have 
been concretely established, at least 
so far as a perusal of the company’s 
financial statement is concerned. With 
estimated costs around 15 cents a 
pound, Anaconda cannot be rightfully 
classed among the very low cost pro- 
ducers, although it is one of the great- 
est factors in the copper industry and 
is now a great manufacturer as well as 
a producer. Furthermore, Anaconda’s 
activities do not end with copper, as it 
is concerned in the production of sil- 
ver, zinc and in the sale of lumber. 
Inherently Anaconda is in a strong po- 
sition, but under present conditions its 
stock seems to be for those who can 
afford to do without income returns 
and to tie up funds for an indeterminate 


ANACONDA 








period. In other words, is Anaconda 
in the neighborhood of 50 at a suffi- 
EARNINGS PER SHARE 
1918 1919 1920 1921 
Anaconda ..... $8.92 $2.15 $1.15 Def. 
Cont. Can......18.86 17.08 9.20 2.59 
Phillips-Jones .. 420 65.90 .... 6.00 
Utah Copper...11.35 5.00 38.00 Def. 
St. Paul, Pfid.. Def. Def. Def. Def. 




















By JOHN MORROW 


ciently attractive price level to attract 
the average outside buyer? 

Obviously, the Anaconda manage- 
ment is to be commended for efforts 
to stabilize the output of the mines and 
to eradicate as completely as possible 
the speculative influences which at all 
times agitate the position of a com- 
pany engaged solely in the mining of 
copper. In the three years 1916, 1917 
and 1918, Anaconda piled up a surplus 
of over 50 millions after dividends and 
then in the three succeeding years re- 
ported a total deficit of 25 millions. 

The last dividend was paid in No- 
vember, 1920, and the rate at that time 
was four dollars. Anaconda has a 
funded debt of between forty and fifty 
million dollars and interest charges 
ahead of the stock are three million 
dollars. The American Brass Com- 
pany earned between 3 million and 3% 
millions net in 1920. That was a good 
year for the company, but insofar as 
direct application of American Brass 
company’s earnings on that basis might 
be made to Anaconda’s stock, after al- 
lowance for interest charges, the net 
result would not go very far toward 
furnishing dividends for the Anaconda 
shareholders. Of course, this must be 
qualified by the thought that American 
Brass Company is furnishing a big 
outlet for Anaconda production. 

In July, 1922, it was officially stated 
that it might be necessary for Ana- 
conda to do some further financing. 
Nothing has developed thus far, and so 
far as can be estimated there has been 
no published statement that the ideas 
expressed at that time had been re- 
vised. 

Recently it was reported negotiations 
had been practically completed for the 
merger of Anaconda and Chile, but no 
estimate of how such a combination 
would effect the earnings of Anaconda 
is at the present time possible. 

After considering the position of 
Anaconda’s stock it would seem as if 
better judgment, or at least more con- 
servative judgment, dictated a policy 
of aloofness in so far as purchase goes. 
When and if, copper metal should get 
active above fourteen cents a pound 
and be absorbed by consumers at rising 
prices, then it might be necessary and 
advisable to change the position with 
regard to Anaconda, but at the present 
time the shares appear to have sub- 
stantially discounted the constructive 
developments in the copper industry. 


Utah is one of the 
UTAH few copper companies 
COPPER which has succeeded in 


maintaining dividends 
throughout the period of depression. 








HIS article represents frank 
opinion on the present posi- 

tion of five well-known securities. 
Present market position of these 
stocks is an important considera- 
tion, though no attempt has been 
made to forecast their immediate 
The effort has 


review certain 


price movement. 
simply been to 
phases of the respective companies 
which, in the opinion of the 
writer, should restrain investors 
from making an investment in 
these shares at current levels. 











The present rate of two dollars a share 
gives a small return when measured 
by the present market price and it is 
possible that one of the reasons for 
the maintenance of such a relatively 
high level has been the mere fact that 
Utah has maintained some dividend 
rate when so many of the copper com- 
panies were forced to suspend pay- 
ments altogether. 

In the three years from 1919 to 1921 
inclusive, Utah reported a deficit of 12 
millions and therefore it is obvious that 
dividends have been maintained at the 
expense of surplus which, however, has 
not been put to an unusually severe 
strain, for in the fours years previous 
to 1919, Utah reported a surplus of 36 
millions after all deductions and al- 
lowances. 

The point has been frequently raised 
as to the production costs of the cop- 
per mining companies as contrasted 
with the selling price of the metal, 
which for weeks has been around 14 
cents. Back in 1915 and 1916 Utah 
could produce copper at under 9 cents 
a pound, but succeeding 1916 costs were 
as high as 16 cents, which was in 1918, 
and then down to 12% cents in 1921. 
This year there has been a further re- 
duction in costs and the latest quarter- 
ly report estimated that copper was be- 
ing turned out at under 10 cents a 
pound. 

Early in 1921, production was shut 
down and was not resumed until the 
second quarter of 1922. Consequently 
there were no earnings for the first 
quarter of this year, but in the second 
quarter 43 cents a share was earned 
and in the third quarter, $1.04 a share, 
making $1.47 for the six months, or 47 
cents in excess of dividend require- 
ments for the period. Furthermore, 
production in the third quarter had 
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ne above the 10 million pounds a 
mth level, which compares favorably 
\ith previous periods. 
lhe figures for the six months period 
how that Utah is more than earning 
two-dollar dividend, but they do 
jot indicate necessarily that there is 
y present thought of increasing that 
idend rate. At 60, for the stock, the 
ome return on a two-dollar dividend 
less than 4%, and here the potential 
ver is concerned with un-compensa- 
y wages on his investment. Even 
t were possible to increase the divi- 
end return to four dollars, it, by no 
ans, would follow that the market 
rice for the stock would increase in 
roportion. In other words, the shares 
10w are at a level where it would 
seem as if they might wait for earn- 
ings to grow to a point where it would 
be possible to increase the dividend 
rate and thereby enhance the income 
return to a level more in keeping with 
the present market price. 
For months there has been a ques- 
n of copper mergers and Utah has 
been prominently maintained as one of 
the companies that would go into a big 
merger. Merger value to any stock 
is largely speculative and is something 
which cannot be mathematically reck- 
oned. It may carry attractions for the 
ovt and out speculator, but its value 
the average outside speculator who 
ys the stock to hold for a period, is 
somewhat doubtful. It is not depre- 
cating the pre-eminent position which 
ah occupies in the copper mining in- 
lustry to point out these considera- 
tions, 
In other words, a stock like Utah 
pper in the neighborhood of 60 at 
the present time does not hold attrac- 
tions which would warrant the pur- 
chase of the stock if income return is 
one of the primary requirements. 
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CONTINEN- One of the so-called 
TAL CAN specialty stocks which 
has had a large and 
extended advance is 
Continental Can common. From a low 


of 453% in January the stock has ad- 
vanced to 112, the high being reached 
on announcement of the readjustment 
plan during the first part of December. 
By this plan each share of present com- 
mon stock, of which there are 135,000 
outstanding with a par value of $100 
will receive 23%4 shares of the new no 
par value common stock. Furthermore, 
this new stock will be placed upon a 
$3.00 annual dividend basis. It is es- 
timated that earnings for the year 1922 
will approximate 3 million dollars, 
wich will be equivalent to $22 a share 
or the present outstanding stock and 
to about $8 a share on the proposed 
re.djustment of stock. After the declara- 
tion of the stock dividend, the company 
ordered the sale of $2,000,000 preferred 
stuck, a singular development in view of 
reported high earnings. The explanation 
is that the company expended a large part 
oi earnings for plant extension, etc. The 
fact, however, of this extra issue of stock 
would seem to suggest that a higher level 
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of dividends on the common stock than 
that recently declared, cannot be expected. 

It may be that the present price of 
Continental Can common is not too 
high and is justified by earning power 
and prospects but the stock has had a 
steady rise of over sixty points. Fur- 
thermore, it is closely held and not 
widely distributed. Therefore it would 
seem more conservative to wait until 
the shares are split up before consider- 
ing purchase. 


PHILLIPS- 
JONES 


As long ago as the 
first part of January, 
1922, Wall Street was 
busily engaged in spec- 
ulating on the prospects of dividends 
for Phillips-Jones common. The stock 
had risen to 105 at the end of 1921 and 
the company was generally believed to 
be doing a large and profitable busi- 
ness. The reason for the increase in 
business was the success of the Van 
Heusen collars, which from the time 
they were placed upon the market, met 
with approval. The margin of profit 
on this collar was supposed to be 
large and the volume of sales was 
steadily on the increase. 

Phillips-Jones had been known prin- 





fected earnings cannot be ascertained 
because Phillips-Jones publishes returns 
but once a year and the current fiscal 
year does not end until June 30, 1923. 
Phillips-Jones is geared to a quantity 
business. Ten factories are owned and 
they have an annual capacity of 335,- 
000 dozen shirts, 80,000 dozen collars, 
in addition to pajamas, underwear, etc. 
One constructive feature about the set- 
up of the Phillips-Jones financial struc- 
ture is the fact that good-will is car- 
ried on the balance sheet at the nominal 
sum of $1. Profit and loss surplus as 
of June 30, 1922, was a little short of 
2 million dollars, equivalent to between 
$20 and $25 on the common stock. 
Admittedly, Phillips-Jones common is 
a speculative stock and an earning 
power issue. That is, it is a stock 
which would nine times out of ten 
probably attract the average purchaser 
through dividend return and income 
yield, rather than through assets and 
other speculative machinery. The mar- 
ket for the shares is usually inactive, 
which makes them a poor trading ve- 
hicle and emphasgjzes the pre-requisite 
requirement of an income return and, 
selling many points above numbers of 











PRICES AND DIVIDEND RATES 
1922 1921 1920 Dividend Rate 

H. L. H. L. H. ZL. 1922 1921 1920 

Anaconda .... 57 45 503% 313% 66% 30 a . $4.00 
Cont. Can....112 453% 66 $43 98 51% * $5.25 7.00 
Phillips-Jones..105'4 78% 105% 387% 68 274 : waall 
Utah Copper.. 71% 659% 66 41% 80% 41% $2.00 $2.50 6.00 
464 29% 65 36% nel ons a 


St. Paul Pid.. 55 29 


on new stock. 








* Recently declared 224 shares new stock for 1 share of old; also 75 cents cash dividend 











cipally as a manufacturer of shirts, 
which product is largely distributed 
through chain stores under control of 
the company. The success of the Van 
Heusen collar had attracted attention 
to the other products and had stimu- 
lated the sales of shirts. That the rise 
to 105 was a big one will be realized 
when it is recalled that the low point 
in 1921 was 37%. The company was 
formed in 1919 and when the preferred 
stock was publicly offered, it was of- 
fered in blocks with the common, which 
accompanies the preferred as sort of 
an added attraction. The preferred 
stock has paid dividends regularly, but 
the common, despite the speculative 
expectations at the beginning of the 
year, has not yet been placed upon a 
dividend basis. When the report for 
the fiscal year ended June 30, 1922, was 
published, it was seen that earnings 
upon the 85,000 shares of common stock 
were equal to about $6 a share, which 
was fair enough, but not startling. 
During the past season, several lines 
of collars similar to the Van Heusen 
have been placed upon the market by 
other manufacturers and although there 
is some question regarding patent 
rights, etc., these other collars naturally 
have increased the competition which 
the Phillips-Jones Company has had to 
meet. How this competition has af- 


other issues which are in the dividend 
paying class, is not at levels to invite 
the purchaser who wants and ought to 


have a compensatory return on his 

commitments. 

ST. PAUL In considering Chi- 

PFD. cago, Milwaukee and St. 
Paul preferred as a 
stock that seems high 


enough, it is necessary to disassociate 
one’s self from the sentimental regard in 
which this once great investment security 
is still held by some people. It is true 
that St. Paul preferred was once an in- 
vestment issue of high standing but con- 
ditions have greatly changed. The road 
is no longer prosperous, is, in fact, greatly 
in debt, and its future is most uncertain. 

Reflecting the changed status of the 
road is the fact that it has not once been 
able to cover interest charges in rull since 
the year of 1917. Conditions facing the 
road seem such that it is hardly likely 
that dividend charges in full will be 
earned for a long period. In that event, 
it would be impossible to earn anything 
on the preferred stock. It is for that rea- 
son that the writer takes the view that, 
although St. Paul preferred was once a 
fine investment stock, the fact that it 
faces a period where it is unlikely that 
a balance can be earned on it, not to speak 

(Please turn to page 373) 
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Sterling Products, Inc. 








How Sterling Products Is Faring 


Rate of Earnings—Financial Position— 


Is 


TERLING PRODUCTS CO. was or- 
~ ganized in 1901, its business being 

chiefly the production and sale of 
medicine and pharmaceutical prepara- 
tions. The business was started in a 
small way but has grown rapidly in re- 
cent years. In February 1919 the com- 
pany purchased from the United States 
Alien Property Custodian, for cash, all 
the capital stock of the Bayer Com- 
pany, manufacturers of Bayer’s Tablets 
of Aspirin, the dye business of which it 
sold to the Grasselli Chemical Co. In 
April 1922, the company acquired for 
66,667 shares of its no par value stock 
all the outstanding stock of Wells & 
Richardson Co., which manufactures 
the well-known “Diamond Dyes” and 
other products. 

Sterling Products is now one of the 
largest manufacturers of household 
medicines in the world. Its most 
widely known products are Bayer’s 
Tablets of Aspirin, Cascarets, Dander- 
ine, California Syrup of Figs, Pape’s 
Diapepsin, Dr. James Family Remedies 
and Diamond Dyes. 

The market for the company’s prod- 
ucts is very firmly established through- 
out the United States and in addition a 
large volume of sales are made-through 
the plant maintained in London to 
Great Britain, Europe, India and South 
Africa. Products sold throughout 
Australasia are marketed through the 
agency at Sydney. Earnings of a com- 
pany which distributes well-known 
“Trade-Mark” articles throughout the 
world are usually very stable and are 
not likely to be importantly affected by 
periods of depression. A glance at the 








STERLiNG PRODUCTS 
BALANCE SHEET 
(As of December $1, 1921) 
ASSETS 
Land, bldgs., machinery, etc.. $800,942 
Capital stock, other companies 1,001 
Inventories at cost or market 
 écancedneesnaseeascus 1,929,930 
U. S. certificates and bonds... 2,257,853 
Th Gpeecsaeieneusenatacnees ,891,768 
Accounts and notes receivable. 843,682 
Deferred expense............. 17,706 
Patents, good will, trade-marks, 
ek 0u-60-660s06n0500s08eees 6,006,486 
| $13,749,368 
LIABILITIES 
CS See $7,267,800 
Preferred stock Sterling Rem- 
edy Co. (not owned)....... 138,790 
Current liabilities........... 1,872,945 
Reserve for dividends and 
RS Ms 6 baa sencecescaces 913,821 
Reserve for contingencies...... 1,000,000 
BED pctcnesdenceesecestae 3,556,012 
TS. cscccawnesaweneseund $13,749,368 
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By FREDERICK LEWIS 


accompanying table will show how 
earnings of the company have steadily 
increased in the past six years. In 1921, 
a period of depression in this country, 
it will be noted earnings registered a 
very substantial increase over the pre- 
ceding year. 

In the current year, earnings have 
been on by far the most favorable basis 
in the company’s history. For the six 
months ended June 30, 1922, net earn- 
ings, after deducting taxes and all re- 
serves, were $1,685,198 and as earnings 
of Wells & Richardson were only in- 
cluded from April it is estimated that 
for the full year earnings will be close 
to 3% millions. Wells & Richardson 
earnings in past years have averaged 
around $300,000. 


Capitalization 


In April, 1922, $7,267,800 common 
stock of a par value of $100 was ex- 
changed for stock of no par value on 
the basis of one share of old for six 
shares of new. With the 66,667 issued 
for Wells & Richardson stock the out- 
standing stock was brought up to 502,- 
735 shares of no par value. The com- 
pany has no funded debt and this stock 
represents its entire capitalization. On 
the basis of stock now outstanding, 
earnings of Sterling Products in 1921 
were equal to $4.50 per share and earn- 
ings in the current year will probably 
reach $6.75 per share. 

Sterling Products started dividends 
on the new no par value stock at the 
rate of $2.50 per share per annum, but 
in July a quarterly dividend of 75 cents 
was declared placing the stock on a $3 
basis. In December an extra dividend 
of 75 cents was paid. The stock can, 
therefore, be regarded as a $3 dividend 
payer with excellent possibilities of fur- 
ther extra dividends in view of the very 
satisfactory earnings being shown. 

Financial condition is excellent as can 
be seen by the accompanying balance 
sheet as of December 31, 1921. Current 
assets total 7 millions as against less 
than 2 millions current liabilities. With 
Government securities on hand of over 
2 millions the company is justified in 
paying out a large percentage of its 
current earnings in dividends and a 
fairly liberal policy is to be anticipated. 
Wells & Richardson balance sheet as of 
Dec. 31, 1921, showed a working capital 
of about half a million so that the com- 
bined working capital of the two com- 
panies at the present time is estimated 
at about 5 millions. 

Net tangible assets behind the stock, 
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Stock Selling Too High? 


allowing nothing for good will or tra 

marks, is very low, being only $12 a 
share, as compared with present market 
value of 62. Trade-marks and good will 
of a company such as this is immensely 
valuable, this value having been built 
up through the expenditure of many 
millions in advertising. The merits of 
the stock, therefore, should be judg 
principally on the earning power of t.¢ 
company which, as we have shown, is 


a 








STERLING PRODUCTS 


Net Profits 
1917 $754,835 
1918. 667,736 | 
1919. 1,765,055 
1920. . 1,701,576 
1921 . 2,262,870 
APES ST: 3,400,000 





* Last six months estimated. 

















very satisfactory and likely to continue 
on a favorable basis. It has been the 
history of companies that specialize 

the sale of well-advertised articles that 
with efficient management the market 
for these articles continually broadens 
and the value of the “Trade-Mark” in- 








creases from year to year. The man- 
agement has made an impressive show- 
ing up to date and an optimistic view 
of the company appears warranted. 

At present level of 62, however, t 
stock has already gone a long way to- 
ward discounting the favorable factors 
in the situation. When listed on the 
New York Stock Exchange in May of 
this year it sold around 45 and at the 
present level has advanced about 17 
points. A price of 62 appears quite high 
for a $3 stock even if extra dividends 
are paid from time to time. Earnings, 
while goodd, do not compare favorably 
with the earnings of many other com- 
panies whose stocks are sedling at lower 
levels and which also have a stea‘y 
earning power. For example, Julius 
Kayser common stock sells at 44 and 
the company in the last fiscal year 
earned $11 on this issue. Cosden & Co. 
it is estimated, will show around $10 a 
share this year and the stock, paying 
$4, is selling at 50. There are many 
other examples of sound, well-estab- 
lished companies that are earning far 
more on the market price of their stock 
than Sterling Products is on its market 
price. The obvious conclusion, there- 
fore, is that the stock at present levels 
is selling somewhat out of line ard 
while it ultimately may do better it is 
not a particularly attractive purchase 
at the present time. 
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Consolidated Textile Corporation 








Textile’s Re-Establishment 


How Leading Mill Company Restored Finances— 
Significance of William M. Wood’s Affiliation 


By PERRY A. EMERSON 








(In thousands) 





Profits after Ex- 
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penses ...... $2,311 $924 
Depreciation 238 150 
Balance for In- 

Caress. wccccce 2,073 774 
Interest Charges 620 1,531 
Balance........ 1,452 757 


From the above it is seen 
| that Textile’s income after 
expenses last year was not 
| 
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enough to meet even its in- 
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interest requirements. It 
may be added that the 
rN = year’s operations cut into 
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the company’s working capi- 
tal by more than $1,200,000. 
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To add to the company’s 





one of the chief factors in an es- 
sential industry. Its holdings in- 
lude nine Southern mills, a plant at 
North Adams, Mass., controlling in- 
erest in the famous B. B. & R. Knight 
hain, operating over seventeen mills 
nd over half a million splindles, with 
eadquarters at Previdence, R. I., and 
the marketing organization of Con- 
erse & Co. With branches both in 
the North and South, the company is 
dmirably situated in respect of raw 
iaterials, labor and distribution; in 
act, under normal conditions Consol- 
lated Textile might be said to occupy 
commanding position in these re- 
pects. 
The products manufactured are wide- 
* varied, including all the staple cot- 
ton lines and many leading brands. 
’articularly well known are the “Fruit 
of the Loom” muslins of the B. B. & 
i. Knight adjunct—a brand which has 
yme to be recognized as standard in 
the trade and the price of which is an 
‘curate index of the general market. 


The 1921 Setback 


The company was formed a little 
ver three years ago. In its first full 
ear of operations, 1920, it managed to 
lake a rather good showing, from a 
ockholder’s view, covering its in- 
rest charges 3.34 times and earning 
1.81 a share for its stock. 

Last year was disastrous. The cot- 
m trade was one of the principal suf- 
rers in the slump that featured gen- 
ral business during the year, and 
onsolidated Textile was caught in the 
eluge with over 11 millions of ma- 
terials and supplies and only a fair 
ipply of working capital. How the 
tnancial results in 1921 compared with 
those of the year before is shown in 
the following table: 


C ONSOLIDATED TEXTILE is 
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troubles, an effort early in 
1922 to enforce a 20% wage reduction at 
the northern mills resulted in one of the 
most complete tie-ups in the history of the 
industry. For four months Textile’s north- 
ern mills were practically non-productive. 


Textile’s Economical Financing 


The situation resulting from these 
successive setbacks was as involved as 
might have been supposed. The com- 
pany was patently in need of new funds. 

Other corporations, under no worse 
conditions, were forced to pay dearly 
for new funds obtained at the time. 
As a general rule, no additional funds 
could be obtained in the form of bank- 
ers’ loans, and the only recourse was 
the sale of bonds. In not a few cases, 
this resort had the appearance of mere- 
ly postponing the reckoning, and in all 
cases, of course, it meant an increase in 
fixed charges. 

The fact that Consolidated Textile 
was able to avoid resorting to either of 
these extremities was the first evidence 
this year that a turn in the company’s 
fortunes had developed. Actually, an 
underwriting syndicate was formed, 
and an issue of 425,500 additional shares 
of common stock placed on the mar- 
ket. By this stroke, the company was 
able to obtain new working capital at 
practically no cost to itself, and this 
capital was forthwith utilized in re- 
ducing the outstanding debt, with a 
consequent improvement in respect of 


With 


improvement ef- 
fected in Textile’s financial position, a 
similar change for the better set in in 


this radical 


the cotton market, instanced by an ad- 

vance of over 50% in the spot market. 
This development reacted doubly to 
the company’s advantage, in view of 
the large inventories held which had 
been adjusted to pre-recovery figures. 
Also, the labor troubles subsided, until 
now the affected districts have almost 
completely gotten back into their 
stride. 


President Wood’s Entry 


A final development in favor of the 
company this year has just been an- 
nounced, viz., the entrance of important 
new interests into the board, led by 
President William M. Wood, of the 
American Woolen Company. 

President Wood has come into the 
Textile company as a director. His 
affiliation is looked upon with great in- 
terest in the trade. Wood is a self- 
made man. He started as a clerk in 
one of the mills himself, and developed 
his own abilities to the point where he 
was recognized as the logical choice 
for leadership of the forlorn hope that 
was the original American Woolen Co. 
Once in the saddle, Wood directed that 
corporation’s affairs with a rugged 
strength that produced amazing results. 
American Woolen to-day, financially 
and industrially, is five times the con- 
cern Wood took hold of, and the out- 


standing factor in its field. A chart 
herewith traces its growth 40 
since 1905. 

To have access to Presi- 
dent Wood's guidance and di- 
rection is bound to be highly % 


beneficial to a concern en- 
gaged in so closely related a 
line as Consolidated Textile. 50 
But that is not the whole 
story. Mr. Wood is believed 
to enjoy the confidence and 25 
backing of very great wealth 
—in plain words, he is often 
referred to as a “Rockefeller 
man”—and it would not be 20 
to those familiar 
























































































































































the company’s current interest re- surprising those 1 
quirements. A balance sheet as of with the possibilities of the 4 
July Ist, last, brought out the following: (Please turn to page 367) nth 
BILLS PAYABLE AY veesenbans 
Pee. GR. Biicesscoecees $11, ce | eal | 
July 1, alae 968,500 it Li 10 
BSSTERES ccccccccccccs ” $5,857,500 8 a> LJ t 
WORKING CAPITAL +H ttt 
Dec. 81, 1921........04. $4,360,785 TH TO, 
ge __-seone east a oa” a as ae a ae a 
Deeseete iasantcecense $5,013,256 PRICE PATH OF “FRUITOFTHELOOM"* @& 
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Depression-Proof Industries 


A List of Companies That Seemingly Are 


Impervious to General Trade Depression 


HE ideal invest- 
ment would be 
one not only con- 
taining absolute safety 
but one which would 
return a regularly in- 
creasing amount each year. Like all 
ideals, however, it seems impossible of 
attainment and the best that can be ex- 
pected is some approximation of the ideal. 
Just as the ideal investment would show 
to the investor a regularly increasing re- 
turn so the ideal industry for investment 
purposes would be one which, regardless 
of general conditions in business, would 
proceed on an unvaryingly prosperous 
path. Unfortunately, there are no such 
ideal industries since all industries have 
their ebb and flow of earnings but there 
are some that come close to approximat- 
ing the ideal and it will be the task of this 
article to find out which are these in- 
dustries and, if possible, which are the 
strongest factors in the respective indus- 
tries. 
; For purposes of convenience, I have 
limited this discussion purely to industries 
which with the one exception of the 
Southern California Edison are represent- 
ed by securities listed on the New York 
Stock Exchange. Including the so-called 
specialties, there are over thirty different 
industries represented by securities on 
this Exchange. Not one of these indus- 
tries, as indicated by the record of earn- 
ings of the various companies, can point 
to an unvaryingly increase of earnings 
year by year. They all have their periods 
of depression and uncertainty. There are 
some, however, that are so advantageous- 
ly situated from an intrinsic viewpoint, 
that even a period of general depression 
in industry has a far less unfavorable 
effect than is true of the rank and file of 
industty. This, then should prove a clue 





By JOHN T. WINDSOR 


to investors who are desirous of invest- 
ing their funds for profit, at the same 
time securing a reasonable amount of 
stability for their investments. 

There are even some industries that are 
favorably affected by general business de- 
pression, though this may appear para- 
doxical. However, it is true as will be 
seen later on. 

Of all the industries, there are only 
two, outside of several special industries 
of which mention will be made subse- 
quently, that are either favorably affected 
by depression or that are able to show a 
high degree of stability in such periods. 
These two industries are the public utili- 
ties and the chain stores. This, of course, 
is purely a generalization and should not 
be taken to mean that every public utility 
is unaffected by depression or that every 
chain store shows high profits in such a 
period. There are numerous exceptions. 
Nevertheless, the fundamental character 
of these two important industries is such 
as to warrant confidence in their ability 
to maintain a position of stability in 
any but the most unusual circumstances. 
Added to these two industries are such as 
the electrical appliance, amusement, pub- 
lishing and can-manufacturing industries, 
all four of which are represented by 
strong factors on the New York Stock 
Exchange. 

It may seem strange that there are only 
a few industries that seem more or less 
impervious to general depression but this 
is the case. Let us prove it by elimina- 
tion. Take the steel industry, for ex- 
ample, which is notoriously of the “prince 
and pauper” type. . Here is an industry 
which has terrific fluctuations of earnings 
and even the leading interest, the United 
States Steel Corporation, has never shown 
true stability of earning power, though 
in a general way its earning power has 
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a $5.2 9 $4.04 $16.20 
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‘ COMPANIES THAT HAVE FARED WELL IN TIMES OF 
DEPRESSION 
(EARNINGS PER SHARE ON COMMON STOCK) 


Note: It is only relatively true that these companies are depression-proof as their earn- 
ings have, to a ter or less extent, varied with varying general conditions. It will be 
2 it in each year, no matter how serious a depression may have occurred in 
general business, a balance was returned on the capital stock. 
Sess gecteds actually increased. In no case, at any 
be said fi ly corporations in the past ten years. 
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Famous 

Chain Stores—, Players 
Wool- American Incorp. But- 
worth Kresge Can 1916 _— terick 
$7.83 $11.51 $8.26 $3.15 
9. 14. 2.66 os 3.53 
9.96 20.43 3.61 ane 3.41 
12.74 23.34 5.19 wail 3.13 
14.67 17.04 12.31 eee 2.80 
15.82 17.21 21.84 aun 1.73 
11.53 15.61 7.55 $7.65 3.01 
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19.34 20.25 2.77 17.50 5.23 
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vastly improved in the past decade. The 
copper industry is another instance. These 
companies, like the steel companies, on 
the average, earned large amounts but 
only in abnormal periods. In any period 
of depression, they have had to take large 
losses. The oil industry is also notorious- 
ly speculative. The railroads, for years, 
have been anything but-.stable producers 
of profits. The shipping industry is, like 
the steel industry, a “prince and pauper” 
proposition. The agricultural machinery 
industry, as shown on another page of 
this Magazine, has been severely affected 
by bad times in business. The leather in- 
dustry, dependent on the price fluctuations 
of a commodity, is speculative. The auto- 
mobile and tire industries are also inhe- 
rently speculative though both industries 
have grown enormously. One could go 
on down the entire industrial list and, with 
the few exceptions noted previously, hard- 
ly find an industry which was even rela- 
tively immune to depression. 

Now let us examine the nature of the 
industries which have been selected as 
more or less approximating the ideal of 
a stable industry. These are the public 
utilities and chain stores among the 
principal industries, and the electrical ap- 
pliance, amusement, publishing and can- 
manufacturing industries among the spe- 
cialties. Of course there are others but 
these are of comparatively minor impor- 
tance and they are not included because 
they have no securities representing them 
on the New York Stock Exchange. 


The Public Utility Group 


This industry, on the whole, can be con- 
sidered the most stable of any. People 
must use the telephone, the electric light 
and gas range and they have to ride in 
subways and street-cars though the trans: 
portation part of this industry has been 
the least profitable of all in recent years. 
It is obvious that no period of depression 
is likely to affect consumption of the pub- 
lic services. With the growth of popula- 
tion and development of business and resi- 
dential sections of all parts of the coun- 
try, demand for these services increases 
and, what is of importance, increases 
regularly. The American Telegraph and 
Telephone Company is an excellent in- 
stance of the inherent character of the 
public utility field. This company grows 
regularly. Its earnings have assumed 
great stability and shareholders are war- 
ranted in the great faith which they have 
in this magnificent enterprise. 

There is also another factor to account 
for the relative success of public utilities 
in times of depression and that is that 
in such a period commodity prices fall. 
This cuts down the operating expenses of 
the companies and, inasmuch as their 
rates are not apt to fall proportionately, 
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the result is to increase their margin of 

rofit. : In this case, the utilities differ 
ery widely from the rank and file of in- 
lustrials who have to lower their prices 
° conform with the general depression, 
vith the result of cutting into their mar- 
sin of profit. A period of great pros- 
verity, on the other hand, has rather a 
endency to adversely affect the utilities 
m account of the rising prices (an in- 
tance of this was seen during the war 
vhen many public utility companies had 
0 contend with industries which were 
ompeting against each other in a way to 
aise Costs all around). Still, even in such 
riods, well-managed utilities show rela- 
ive stability. At least a number of them 
vere able to maintain their dividends. 

It would be unwarranted, of course, to 
rgue that the utilities are absolutely ideal 
uvestments from the viewpoint of stable 
arning power. As stated in the introduc- 
ion to this article, there is no such thing 
‘is an absolutely ideal industry or invest- 
nent. The attempt here is merely to show 
he underlying features of this industry 
nd to suggest why it may generally be 
elied upon to maintain a higher degree 
f stability than is true of most other in- 
ustries. And, in the aggregate, this con- 
ntion appears correct despite the nu- 
terous instances of weakness among pub- 
c utility companies in the past few years 
utside of the current year. However, in 
lis connection, let it be noted that in the 
iflationary period 1918-1920 the public 
tilities went through a most unusual sit- 
‘ation which is hardly ever likely to be 
luplicated on such a scale. 

Southern California Edison and Con- 
olidated Gas may be selected as being 
‘wo representative instances of what pub- 
ic utilities may be expected to do under 
arying conditions in business. In the 
irst instance, as may be seen in the ac- 
‘ompanying table, there has been a steady 
increase of earning power in each of the 
past ten years, which showed a compara- 
tively insignificant falling off. This com- 
any 1s a type of an approximation of the 
deal among industries for it has con- 
tinued to regularly increase its earning 
ower in spite of the tremendous fluctua- 
ons in general business conditions which 
lave occurred in the past decade. Con- 
olidated Gas has likewise shown a more 
ir less steady earning power when the 
ten-year average is considered. Earnings 
‘f this company have fluctuated, it is true, 
vut throughout this period it has main- 
ained its dividend rate which is at least 
i good indication of stability. 

Many more instances could be brought 
ip to show the relative stability of the 
itility group, as a whole, and even the 
tractions, which have made an unusually 
poor record for themselves in the past 
ew years, will some day again become 
table earners, for it is in the inherent na- 
ure of this industry to be stable. 

This unique industry is certainly the 
leader of all the industries when it comes 
to maintaining not only a stable but in- 
creasing earning power in practically any 
usiness period. In times of depression, 
people usually like to buy at the cheapest 
places and the cheapest stores at which 
to buy are invariably the large merchan- 
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dising organizations whose activities are 
characterized by very small per unit prof- 
its and very large turnover. The larger 
the turnover, the larger the net profit de- 
spite the fact that their prices are more 
or less fixed. 

In a period of depression, the volume 
of business that the chain stores transact, 
is not only increased but the costs of oper- 
ation decrease on account of lower prices 
of materials, labor, etc. Thus this indus- 
try profits both ways. In a period of 
prosperity or inflation, however, these 
companies are not quite so well off but 
nevertheless manage to show fairly com- 
fortable earnings, as the habit of the pub- 
lic to buy cheaply becomes more and more 
ingrained. 

The “five-and-ten-cent” stores are the 
best examples of stability among the chain 
stores. As indicated in the accompanying 
table, Woolworth and Kresge, the two 
leaders in the field, have shown, on the 
whole, an increasing ratio of earnings per 
share, despite the fluctuations which took 
place meanwhile in other lines of busi- 
ness. Such enterprises are always likely 
to be successful producers of profits, 
though it does not necessarily follow that 
because a company is in the chain-store 
field it will be successful. We have had 
in the past many examples of failure in 
this industry. Factors of management, 
capitalization and finances will always 
enter very largely in the outlook for any 
company, no matter in what industry it 
may be engaged. However, the funda- 
mental character of this industry is such 
that where primary requisites of manage- 
ment, capitalization and financial handling 
are satisfied, investment may be warrant- 
ed in the justifiable hope of a reasonable 
and regular return on the investment no 
matter what conditions may be in busi- 
ness, in general. 

Special Industries 

The electrical appliance, amusement, 
publishing and can-manufacturing indus- 
tries have been selected as comparatively 
minor examples of depression-proof in- 
dustries. This is not quite so true of the 








as it is of the three 
this industry 


can-making industry ; 
However, even in 


others. 
profits, while they have fluctuated some- 
times widely, have nevertheless always 


been returned each year. This is certainly 
true of the American Can Company, the 
leading interest in this field. In the past 
ten years, this company has always shown 
a profit on the common stock, even in the 
worst period of depression. 

Manufacturers of electrical machinery 
and appliances, such as General Electric 
and Westinghouse, have made an enviable 
record for themselves among the manu- 
facturing industries. These two impor- 
tant companies, comprising the greater 
part of this industry, have in every year 
for many years shown a large earning 
power and, as evidenced by their divi- 
dend record, have returned satisfactory 
amounts to holders of their securities. 
This industry is more or less linked with 
the public utilities which accounts for its 
comparatively great stability. 

The Famous Players Company 
table) has likewise demonstrated a re- 
markable earning power in view of the 
period through which we have emerged, 
and the same is true of Butterick which 
is taken as a representative of the pub- 
lishing business. Both of these companies 
have shown stable earning power. 

Amusements, such as the “movies” and 
theatres, while seemingly luxuries, have 
become necessities to the American pub- 
lic. This is especially true of moving pic- 
tures. Prices of admission, on the aver- 
age, are so low as to make it possible for 
anyone to attend the entertainments and 
periods of depression, even such as last 
year, have had not appreciable effect on 
attendance. Certainly, as evidenced by 
Famous-Players, general business depres- 
sion is not a factor to consider in estimat- 
ing the prospects for this industry. 

The publishing business is also one 
which generally depends on large volume 
and small per-unit profits. In a period of 
inflation prices of paper, labor and other 
constituents are very high and as there is 
a limit to prices which the public cares 
to pay for newspapers, magazines and 
books, the result is generally to cut into 
the margin of profit. On the other hand, 
in a period of depression, unless it is as 
drastic as that of last year, the tendency 
is to lower the costs and even though 
prices are also lowered, the general vol- 
ume of sales continues at a pace sufficient 
to result in at least fairly profitable oper- 
ation. Butterick, for example, which is 
one of the largest of the publishing com- 
panies, has shown a profit regularly in 
each of the ten preceding years, though 
these profits have fluctuated more or less 
widely. 

It will be thus seen that there are at 
least a few industries which may be count- 
ed upon to show relatively satisfactory 
earnings in almost any but the most 
marked periods of depression. So far as 
the companies listed on the accompany- 
ing table are concerned it will be noticed 
that every one of them has shown a profit 
in the past ten years with the exception 
of Famous-Players which was organized 
only in 1916 and whose previous earnings 
therefore could not be included. 


(see 
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Opportunities in Preferred Stocks 


Nine Selected Preferred Stock Issues 


Giving An Average Yield of .744% 


quently offer very attractive in- 

vestment opportunities, for in this 
class of security a very liberal yield is 
often to be found combined with a 
large degree of safety. On the other 
hand, in selecting a preferred stock it 
is necessary to use a great deal of dis- 
crimination for there are many pitfalls 
to be avoided. The stock list contains 
many preferred stocks of industrial 
companies that were at one time con- 
sidered a good business man’s invest- 
ment but which are now paying noth- 
ing and selling at a fraction of their 
old prices. 


What to Look For 


In order to avoid these pitfalls there 
are many factors to be considered: 


eon preferred stocks fre- 


By FRED L. KURR 


ferred. Before the period of deflation 
set in there apparently was every 
reason to classify the preferred stock 
as a very sound investment, for the 
company had shown a splendid record 
over a long period of years, the man- 
agement was highly regarded and 
there was a very large asset value be- 
hind the preferred stock. Yet due to 
an unfortunate chain of circumstances 
the company suffered heavy losses and 
holders of this security have not been 
receiving their dividends for over a 
year and a half. By careful selection, 
however, and distribution of the risk 
the possibility of loss can be made 
very slight and the return on the in- 
vestment attractive. 

In this article, nine preferred stocks 
have been selected, three that can 


Cluett, Peabody is one of the larges 
manuufacturers in the country of collars, 
shirts, handkerchiefs, pajamas and othe 
articles of apparel. Combined capacity o 
its several plants is 12 million dozens o 
collars per annum and % million dozen 
of shirts. The principal brand is th: 
“Arrow.” 

In the past ten years, with the excep 
tion of 1921, earnings each year wer: 
largely in excess of preferred dividends 
In 1921, as a result of poor business an 
heavy losses in inventory account onl; 
3.26% was earned on the preferred stock 
In 1922, however, the corner was definite 
turned and in the first sx months alon 
16.58% was shown earned on the preferre« 
stock, with the outlook for an even mor: 
favorable report in the last six months o 
the year. Net tangible assets of the com 


Is the management trustworthy and be termed sound investments, three pany as of June 30, 1922, were equal ti 
efficient? Has the company demon- middle-grade investment and three $171 a share on the preferred stock. Thi 
strated a consistent earning power semi-speculative investments. From a_ js exclusive of good will, patents, etc 


over a long period of years? Is the careful combing of the preferred stocks which are carried on the balance sheet a 
financial structure sound? Is the out- listed on the New York Stock Ex- over 18 million. Through its extensive ad 
look for the industry favorable? What change these nine have been selected  ertising campaigns the company’s busi- 


securities come ahead of the preferred 
stock? What is its asset value? These 
are some questions to be answered. 

In buying a preferred stock an in- 
vestor should realize that he is not 
getting a mortgage on the property; 
he is a stockholder and therefore a 
partner. Thus should the company run 
into hard times preferred dividends 
can be passed as well as common divi- 
dends. 


as the most attractive according to the 
needs of particular investors. If the 
investment is distributed equally among 
the nine issues the average yield is 


7.27%. 





SOUND INVESTMENTS 
1. Cluett, Peabody Preferred 
2. General Motors 7% Debenture 
3. Loose-Wiles 1st Preferred 











ness has been firmly established all ove: 
the United States and in many foreigt 
countries. This preferred stock is in a 
very strong position with no funded debt 
ahead and at present price of 101 to yield 
6.9% appears decidedly attractive. 


General Motors 


General Motors capitalization consists 
of $103,916,000 preferred and debenture 
stock and 20,550,590 shares of common 









Investments in preferred stocks stock of no par value. The 6% preferred ! 
should be well diversified. Instead of stock, 6% debentures and the 7% deben 
concentrating on any one issue that Cluett, Peabody 7% cumulative pre- ture stock rank equally as to both divi- | 
may appear sound, several issues ferred stock has preference to assets as dends and assets. They are entitled t . 


should be selected and the investment 
distributed among them. No matter 
how strong the position of a preferred 
stock may seem there is always the 
possibility of unforeseen and unfavor- 
able contingencies such as to seriously 
affect its position. Take, for example, 
American Agricultural Chemical Pre- 


well as dividends and has equal voting 
power with the common. Out of surplus 
profits each year, 2% of the total issue of 
preferred stock must be purchased by the 
company at $125 a share or better. The 
regular 7% dividend on the preferred has 
been paid without interruption since the 
organization of the company in 1913. 


cumulative dividends at the rates specified 
before the common stock can receive any 
thing and are preferred as to assets up t 
$100 a share and accrued dividends. 

The debenture and preferred stocks are 
in a very strong position for the reasot 
that no funded debt is ahead of them and 
net liquid assets of the company alone are 






























—— el - 
PREFERRED STOCKS | 
Dividend j 
Preferred Net *Per tTimes ‘ } 

SOUND INVESTMENTS: Funded Debt Stock Liquid Assets Share Earned Div. Rate Price Yield || 
A EE eae ae ne oe $8,482,000 $10,144,262 $120 4.5 7 cum. 101 6.9% 
Gs 6 ik. ccececueceweess-ons mo - 103,916,000 115,606,192 111 5.4 7 cum. 98 7.1% 
tibisccteonianeenaedion $275,850 4,434,000 5,558,459 125 3.5 7 cum. 105 6.6% E 

MIDDLE-GRADE INVESTMENTS: | 
i CeceicednebeceGsetseeneek —aebeans 5,262,500 9,026,000 171 3.1 7 cum. 99 7.1% 
EEE I Re Ae 3,851,500 166,115 shs. 9,135,212 75 1.8 8 cum. 102 7.8% 

STE i 6n:t0nc0sedasees bhuseea ed 5,683,500 $6,993,740 16,000,000 147 $14.6 7 cum. 100 7.0% | : 

SEMI-SPECULATIVE INVESTMENTS: 
eae eines. wednenie 9,270,000 10,823,000 116 16.4 8 cum. 98 8.1% || 
i cccctchaceneceaade «sensed 10,739,526 3,500,000 32 12.6 7 cum. 94 7.4% 

PT Et ripecendeedcces«ncenee inaeees 10,921,891 19,895,744 181 1.8 7 cum. 93 7.5% 
* Net liquid assets per share of preferred stock after deducting funded debt. + Average for last five years. ¢tNo par value. § Average for : 
last three years. {| Average for last two years. 
be. 
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equal to $111 a share on these issues. They 
are followed by common stock with a mar- 
et value at present quotations of over 280 
millions. Net tangible assets of the cor- 
poration as of June 30, 1922, after deduct- 
ing good will, patents, etc., carried on the 
oks at_22 millions, were equal to approx- 
1ately $320 a share on the preferred and 
benture stock. 
General Motors in 1921 had to take huge 
losses in inventories and reported a deficit 
ter dividend payments of over 65 mil- 
ns. In the current year, however, opera- 
ns have been on a very favorable basis 
d after payment of the 50 cent dividend 
the common stock recently declared it 
estimated that the company will carry 
suit 40 millions to surplus. The com- 
ny’s official report for the six months 
ded June 30, 1922, shows 28.86% earned 
on the preferred and debenture stocks, or 
the rate of 57.72% per annum. These 
vorable earnings have placed the com- 
ny in very strong financial condition it 
ing entirely free from bank loans at the 
esent time. The 7% debenture stock 
Ids 7.1% and this yield appears very 
eral in view of the large assets behind 
» issue and the strong position that Gen- 
il Motors Co. holds in the automobile 
lustry. 


—_ 


Loose-Wiles Biscuit 


Loose-Wiles Biscuit Co. was incorpo- 
ted in 1912 and dividends have been reg- 
arly paid on the Ist preferred up to the 
present time. The company is the second 
rgest manufacturer of biscuits and fancy 
ackers in the United States which are 
Id under the trade-mark of “Sunshine 
iscuits.” In the past ten years earnings 
ive averaged a little over three times the 
t preferred dividend requirements and in 
nly two years were earnings less than 7%. 
No dividends have been paid on the com- 
mon shares and as a result of this con- 
rvative policy the financial condition of 
the company has been greatly strength- 
ed. As of December 31, 1921, company 
as entirely free of vank loans and work- 
g capital was 5% millions, as compared 
ith 14% millions at the end of 1915. This 
nprovement was accomplished without 
ly increase in the capitalization of the 
pany. With net liquid assets equal to 
25 a share on the first preferred stock 
d a good earning power demonstrated 
ver a long period of years the Ist pre- 
rred stock is in a strong position. 





MIDDLE-GRADE INVEST- 
MENTS 

1. Brown Shoe Preferred 

2. Julius Kayser Preferred 

3. Cosden & Co. Preferred 








Brown Shoe for the year ended October 
, 1921, reporteua a deficit before pre- 
ferred dividend payments of $758,428 and 
i deficit after preferred dividends of $1,- 
125,753. . This poor showing, however, 
as largely the result of loss in inventory. 
In the year ended October 31, 1922, the 
pany earned 24.6% on the preferred 
stock. The preferred dividend of 7% has 
been paid without interruption from the 
incorporation of the company in 1913. 
for DECEMBER 23, 1922 





Preferred has preference as to assets as 
well as dividends and a sinking fund pro- 
vides for the purchase of 2%4% of the 
total issue each year. Earnings for the 
past ten years have averaged about 19% 
on the preferred stock. 

The business of the company was origi- 
nally established in 1879 and it ranks as 
one of the largest shoe manufacturers in 
the world. Ten plants are operated for 
the manufacture of shoes and a large plant 
for the manufacture of paper boxes. 
Plants are located in Missouri and IIli- 
nois. 

Net tangible assets as of October 31, 
1922, were equal to $200 a share on the 
preferred stock. This is after excluding 
trade-marks, good will, etc., carried on 
the books at 5 millions. 

At present price of 99 the stock yields 
7.1% and appears decidedly attractive for 
investment in view of the large asset value 
and the long and successful record of the 
company. 

Julius Kayser 
In March, 1922, stockholders of Julius 





Kayser ratified plan by which holders of 
the old common stock received four shares 
of preferred and one share of new com- 
mon for each four shares held. The new 
preferred stock has no par value. It is 
entitled to dividends at the rate of $8 a 
share before the common receives any- 
thing, such dividends to be cumulative. It 
is redeemable at 120 and accrued dividends. 

Julius Kayser has an excellent record 
over a long period of years and even in 
periods of trade depression has been able 
to show substantial profits. In the past 
ten years net income has never fallen be- 
low the amount necessary to cover divi- 
dend requirements on this new preferred 
issue. 

As of August 31, 1922, net tangible 
assets were equal to $180 a share on the 
preferred stock. This is after deducting 
bonded debt and patents and good will 
carried on the books at 5% million. For 
the year ended August 31, 1922, the com- 
pany reported $25.49 per share earned on 
the new preferred stock. 


(Please turn to page 371) 

















PREFERRED STOCK GUIDE 
Sound Investments 
Dividend 
Div. Rate Appx. Appx. *Times 
INDUSTRIALS: ($ Per Share) Price ield Earned 

1. Cluett-Peabody ..........s0: 7 (c.) 102% 6.8 4.5 

2. General Motors (debentures). . 7 (c.) 98% 7.1 (y) 5.4 

. American Woolen 7 (c.) 110 6.3 2.9 
4 Loose Wiles (1st pfd.) 7 (c.) 107 6.5 3.5 

Can 7 (c.) 112 6.2 2.2 

6. Baldwin Loco. 7 (c.) 116 6.0 5.4 

7. Endicott-Johnson 7 (c.) 118% 5.9 (x) 4.0 

dard 7 (c.) 118% 5.9 8 
9. Allied <a Milian 7 (c.) 1114 6.3 (w) 4.5 
10. Standard Milling.............. 6 (n. c.) 95 6.3 4.6 
PUBLIC UTILITIES: 
1. North American Co............ 3 (c.) 45 6.6 (x) 5.0 
GFE Gccccccccccccce 3 (c.) 42 7.1 
RAILROADS: 

1. Ches. & Ohio ae pfid.)..... 6.50 (c.) 101% 6.4 (z) 6.6 

2. Baltimore & Ohio............ 4(n.c.) 57% 6.9 3.0 

3. Chic. & N. Seca (part. = Hf €3 123, 5.6 6.3 

4 ae. S Seems oo 4(nc. 61 6.5 8.2 

6. Reading (Ist pfd.)............ 2 (nc) 50 4.0 13.7 

Middle-Grade Investments 
INDUSTRIALS: 

1. General Amer. Tank Car...... 7 (c.) 103 6.8 (v) 5.7 
Asso. Dry Goods (ist pfd.).... 6 (c.) 844 7.0 2.7 

3 Kayser & Co. (ist pfd.).... $c} 102 7.8 1.8 

0 Cie Bic onecescaccsscc se Tic 99% 7.0 3.1 

6. American Sudiiag & Ref...... 7 (c.) 9936 7.0 2.5 

G, Aiea Ceaeee .cccccccccceess 7c.) 96 7.2 3.2 

7. Bethichem Steei soner- pfid.). 8 (c.) 111% 7.1 6.9 

8. Bush Terminal Bidg.......... 7 (c.) 99% 7.0 1.1 

9. U. S. Industrial Alcohol 7 (c.) 100'4 6.9 8.9 

10. Nat'l Cloak & Suit...... 7 (c.) 102 6.8 3.0 

11 ican Sugar Ref..... 7 (c.) 107 6.5 1.8 

12. Cosden & Co. (conv. pfd.) 7(c.) 100% 6.9 (x) 14.6 

18. Sears, Roebuck & Ca...... 7 fe} 108% 6.4 15.7 

14. Cuban-American Sugar........ Tic 100 6.9 0 
RAILROADS: 

1. Pere Marquette (prior 5 (c.) 73%, 6.8 3.3 
2. Colo. a Southern (Bnd pid). 4 fc c) is 71 7.2 
Chicago, R. I. & Pac......... "7 to B (c.) 92 7.6 2.2 

t Pittsburgh & W. Va.......... 6 (c.) 90 6.6 i. 

‘a . pr Se ae 
Semi-Speculative Investments 
INDUSTRIALS: 

1. Famous Players-Lasky........ c.) 9644 8.2 (w) 6.4 

2. Mack Zvecms, Ses. (ist pfd.) .. c.) 92%, 7.5 1.8 

8. Worthi .&M. (“A” pid.) 7 (c.) 8554 8.1 6.6 

4. U. S&S. Rubber (1st pfd.)....... 8 (n. c.) 97 8.2 2.6 

6. Fisher Body of Ohio......... & ¢ 9844 8.1 ane 

6. = = Circuit eapesveanesee 8 (ce. 90 8.8 8.1 

7. Petroleum ( pfd.) 7 ©} 4 7.4 (w) 2.6 

8. Pure Oil (conv. pid.)......... 8(c 99 8.0 6.0 

®. Stern Brothers ......... ovece 8 (c.) 105% 7.5 s 

PUBLIC UTILITIES: 
1. Market St. (prior Boose 6 (c. 66% 9.0 2.5 
& Amer. Neer oie eke ee ia. 7 fe} 89% 7.8 (w) 1.5 
(n. c.) Non-cumulative. (c.) Cumulative. 
* Average for last five years. w) Average for last two years. (x) Average for last 
three years. (y) Average for last —sF (z) Stock was issued year. 
represent number of times dividend have been carned had stock been ow 
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Building Your Future Incomes 


Gor the man with his 
first five hundred dollars. 


















than half his income. 


True Talk 


With a New Year’s Resolution 


NOTED scholar of remote English times said that a man should save not less 
"The fact that this noted scholar himself died poor may 
be taken as divine retribution for his having championed an impossible thing. 
[No thrift plan is good that forces a man to eat less than he needs, play less 
than he should, or have too few clothes. 
how to spend more carefully than they plan how to save. 
Roosevelt so truly said, it is a matter of “common sense applied to spending.” 


"The wisely thrifty are those who plan 


Theodore 
[Out of 


[As 


every hundred dollars, let a quarter go for rent, a quarter for food and a quarter for cloth- 


ing, maintenance and luxuries. 
than half of it should go toward life insurance. 


[The remaining quarter is for investments, and not less 
[7 Which has been objected to on the ground 


that no investment medium could be found available for the twelve and one-half dollars that 


would be left over. after the life insurance had been taken out. 
our faith in a belief long held, i.e., 


©Which, in turn, increases 


that the Savings Banks should equip their portals with 


steam whistles and great iron bells, and blow and ring these once every five minutes 


throughout the day to advise people of the fact that they exist! 
before Christmas, the Season's Greetings are hereby extended to all our friends. 
good New Year's resolution: Henceforth, I shall buy for income, and income only. 


[This being a few days 
7A 


"The 


theory (and the fact) being, that wisely bought income produces the biggest profits in the end. 


The Drawbacks of a “Habit of Mind” 


Why Some of Our Great-Grandfathers’ 


Precepts Should Not Be Practiced Today 
By A. MANTON CHACE 


OR over a decade I have been study- 

ing the money problems of everyday 

people. During this time, I have 
come into close contact with many indi- 
viduals. And I have learned, as a result, 
how the average man or woman thinks, 
and what standards they go by in han- 
dling their funds. 

One thing has impressed me above all 
others, and I believe great good will be 
accomplished if this is brought out and 
analyzed here: I refer to the widespread 
and most unfortunate misunderstanding 
which seems to exist as to the relative 
functions of two of our -greatest invest- 
ment institutions—Life Insurance and the 
Savings Bank. This misunderstanding ex- 
ists, apparently, as much among men of 
330 
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wealth as among men of small means. 
Let me cite some examples: 


Some Typical Cases 


I know one man of modest income who 
has all he can do to meet his expenses. 
His “expenses” include the premiums on 
$3,500 life insurance, and a savings-bank 
fund he is building up. He realizes that 
the $3,500 life insurance, in the event of 
his death, would only be enough to main- 
tain his wife and two children for a little 
over a year. He realizes that he should 
carry more insurance, for their sake. And 
yet, you could talk yourself deaf, dumb 
and blind in the effort to get him to use 
his savings-bank fund for the insurance 








he needs without budging him an inch. 
He is one of the victims of that misunder- 
standing of the true functions of Life In- 
surance and Savings Banks to which | 
have referred. And nothing, apparently, 
can swerve him from the groove in which 
he has placed himself. 

I know a capitalist who has been aid- 
vised many times to take out insurance 
enough to offset his- inheritance taxes. 
But he refused to do it. He has a sav- 
ings-bank fund which will cover the need, 
and he insists that the savings-bank plan 
is the right one for him to follow. 

I know a $4,500-a-year-man—we will 
call him Mr. Brown—who has a wife and 
two children. He has $9,000 insurance 
(20-Payment Life) costing him $270 a 
year. He has $1,000 in the bank, and ‘s 
adding to the bank fund at the rate of 
$50 a month. He realizes the pressing 
need for more insurance—he wants more 
insurance—he longs for such a “raise” in 
salary as will permit him to procure more 
insurance: But no power on earth will in- 
duce this man Brown to draw on his 
savings-bank fund for the insurance he 
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needs, which he knows he needs and which 
he sincerely wants. 


The Reason Why 


Brown—and the other types I have 
nemtioned—are not victims of ignorance. 
They are intelligent men and women. In 
ill other respects, they base their actions 
n logical reasoning. 

Brown, and the others, are merely vic- 
ims of a “habit of mind” which they 

ave inherited from generations long 
cad. The habit started about the time 
f Brown's great-grand father : 

Brown’s great-grandfather lived in a 
lay when insurance was unknown. In 
hat age about the only sure way a man 

ould provide for his dependents was by 
neans of a bank account. And, inciden- 
tally, it was possible to build up an ade- 
juate estate by this means, because the 
scale of living then was not nearly so 
igh as it is today: So great-grandfather 
earned to use the bank, exclusively, for 
his purpose, learned to swear by it, even- 
ually made a veritable credo of it. Nat- 
irally, he handed his creed down to his 
hildren. 

Brown’s grandfather inherited the sav- 
ngs-bank creed. He practised the doc- 
trine of “salting away a little” in the sav- 
ng bank every so often, and he preached 

is doctrine incessantly to his son, Brown's 
ather. 

With Brown's father, faith in the meth- 
ids and standards of the previous genera- 
tion was not quite so pronounced. He 
had seen the development of our great 
‘orporations and of our great commercial 
banks, and he realized that many of his 
»wn father’s theories and standards had 
been rendered obsolete. 

But even Brown’s father stuck to the 
savings bank as the ideal estate-building 
nedium. He heari of Life Insurance, to 
be sure; but it was still comparatively 
1ew and (to him) untried. He could be 
argued into taking on a little insurance 
f the “pestiferous agent” was persistent 
nough—and found him with some spare 
‘ash. But, all in all, the Savings Bank 
was still his favorite medium. 

And so Brown came into the world, 
and inherited this habit of mind which 
his great-grandfather had originated, and 
which had been handed down through 
each succeeding generation. And we find 
him today thinking along the lines of the 
people whose cases I have cited above— 
convinced that a savings-bank account 
should be maintained as an estate-building 
enterprise, positive that no man is deal- 
ing justly with his heirs who does not 
bequeathe them such an account. And, 
were you to suggest to him that, by rea- 
son of this practice, he is doing less for 
his family than he might readily do, 
rather than more, he will, as like as not, 
raise horrified eyebrows 4d gaze at you 
n astonishment. 


This Is the Point 


This is the point: The Savings Bank 
fills an overwhelmingly important place 
in our financial system. As an institution 
tt has contributed perhaps more than any 
"ther to the financial integrity and the 
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contentment of our people. Without it, 
it is doubtful whether we could go on. 
But the function of the Savings Bank 
today is to permit the accumulation of 
definite sums for definite needs. Thus, 
for the winter coal, for the vacation fund, 
for the contemplated automobile, for the 
travel-trip—the means to supply such spe- 
cial wants can best be amassed by regu- 
lar savings bank deposits. Nor is it the 
purpose to picture these needs as com- 
prising only those of the near-essential 
variety. As a matter of fact, one of the 
greatest necessities of life—Life Insur- 


ance—cannot be finaticed by any better 
means than by the savings-bank method 
and many savings banks urge this method. 

But, in the matter of building an estate, 
involving the three basic processes of 
Creation, Conservation and Distribution, 
life insurance, and life insurance alone, 
is the ideal medium. It is the only one 
which guarantees both the safety of the 
estate involved in its policies and a defi- 
nite return over the indefinite period of 
life. It is the only one which makes no 
charge for its services in connection with 

(Please turn to page 360) 





When Stocks Are Better Than Bonds 


Some Facts to Consider 
Before Making a Choice 


HERE may be a few people who 
1 would stand aghast at the sugges- 
tion that stocks ever could be bet- 

ter than bonds. But only a few. 

Most people realize, nowadays, that that 
fundamental principle of timeliness is the 
chief element in all security investments. 
And that, as an outgrowth of this prin- 
ciple, there is a time for stocks as opposed 
to bonds, just as there is a time for bonds 
as opposed to stocks. 


The Truth of the Matter 


The truth of the matter was brought 
out as simply and understandably as this 
department could manage it in the No- 
vem llth issue, when the “cardinal prin- 
ciple of timeliness” was discussed and 
where the “investment clock” was pub- 
lished for the first time. 

As this “clock” showed, money should 
be the chief holding of the wise investor 
in the first period of the basic cycle cov- 
ered. This is the period which sees a re- 
actionary trend in conditions and which 
is developing into positive weakness. 

In the second period shown, the weak- 
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ness is supposed to have spent itself, and 
the trend of the market develops from 
apathy into scattered improvement. At 
this time in the great basic cycle (which 
is the only cycle we are discussing) bonds 
are the ideal investment mediums. For 
industry throughout the country is found, 
at this time, to hove been badly shaken 
from the collapse. Money rates are high, 
and money hard to procure. The air is 
panicky and the outlook dubious. All of 
which factors make the greater safety 
which is to be generally found in bonds 
a very desirable thing to have. 


The Third Phase 


Then comes the third phase of the cycle 
—just such a phase as that encountered 
early this year—when the definite im- 
provement has set in. By this time, bonds 
will have had the larger part of their ad- 
vance. And the investor who purchases 
them at their advanced level merely pays 
somebody else a profit for the sake of 
safety that is no longer so needful. Hence, 
the beginning of the third phase, stocks 
are better than bonds because their (the 
stocks’) biggest rise is still ahead of them. 

An additional incentive toward buying 
stocks in such an upward period lies in 
the obvious truth that the income deriv- 
able from stocks is not limited, whereas 
the income from bonds is limited. Thus, 
in a period of great profits, it is the stock- 
holder who shares in the unusual excess 
—getting his reward for having had cour- 
age enough to become a_ stockholder— 
while the bondholder, who preferred safe- 
ty to special profits, must content himself 
with his customary portion. 

Finally, the argument in favor of stocks 
is strengthened by the fact that they have 
no maturity date—will, in all probability, 
never be retired. Hence they are not af- 
fected by maturity considerations, as is 
always the case with bonds. 


In a Nutshell 


Boiling it down: Stocks are better 
than bonds when the greater safety 
which a bond, as a rule, affords, can 
justifiably be ignored in favor of the 
greater income possibilities of the 
stock. 
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How We Have Provided for Our 
Children’s Education 


The Plain Facts About 
a Method That Worked 


By A. W. 


twelve years ago, it has been the 

one ambition of my wife and my- 
self to see that our two sons are both 
assured of a college education. I am forty 
years of age and employed as a night 
superintendent in a paper mill at a salary 
of $250 a month. I have worked for the 
same corporation fifteen years; have 
reared a family and have bought a home, 
but most of my saving has been done in 
the last five or six years. At the age of 
fourteen I left school to go to work in a 
factory and having been punching a time 
clock almost ever since, I want to make 
certain that my sons will not have to fol- 
low in my footsteps for want of an edu- 
cation. 

From my childhood up my parents 
sought to teach me to save. At first I did 
not heed them. I wou'd save a little now 
and then, but when the occasion came and 
I wanted to buy something I would re- 
sort to my bank book. For some years 
it hovered around $150. 


Be since our first child was born 


I Start Saving 


At the age of twenty-seven I had saved 
enough to get married. That practically 
wiped out my entire savings-bank bal- 
ance. After our first boy came we began 
to think about providing for his future 
education and owning a home of our own 
and my wife urged me to continue the 
saving habit. I started by setting aside 
a stated amount each month which was 
deposited to a separate account. 

It happened that when we had accumu- 
lated a fund of about six hundred dollars, 
what we thought was a very attractive in- 
vestment was offered to us. One day 
while my wife’s brother-in-law was vis- 
iting us he asked me if I had been doing 
any thinking over investing my cash. My 
wife had told him of our savings account 
and our plan for educating our children. 

“You've got a good bit of money lying 
idle on your hands which you won’t need 
for some time,” he said, “and it ought to 
be bringing in something. What you need 
is a sound and attractive investment. 
Have you ever thought of Texas oil 
fields? A lot of the boys I know have 
pulled in some big winnings down there. 
They tell me Gusher Refining is the thing 
to buy. You stand to double your money 
in three months. I'll mail you some of 
the publicity stuff tomorrow.” 


A Great Chance! 


My wife and I were full of high spirits. 
Here was a chance we thought to get the 


money easier and quicker than by saving. 
We actually spent the remainder of the 
day planning how we would spend some 
of the money after we had won it. 

The next day we had the stock sales- 
man call. He gave us promise of enor- 
mous dividends from Gusher Refining and 
he ridiculed the rate of interest paid on 
our savings account. He declared that the 
demand for shares was so great that the 
present allotment of stock would soon be 
exhausted and they were only offering a 
limited number of shares to one person. 
Inasmuch as he was a personal friend of 
my brother-in-law he said he would let 





More Ways Than One! 


N our last issue Mrs. Clarendon 

explained how parents could 
provide for their children’s future 
university training by means of a 
properly chosen insurance policy. 

In the accompanying article a 
reader of the Magazine explains 
how he actually did provide for 
his children’s education, but by a 
different plan. 

Mr. A. W.’s story merits careful 
reading. 











us have 300 shares at $2 per share. He 
called our attention to the profits that had 
been made in other new stocks aml con- 
vinced us that here was the real chance 
of our lifetimes. 

I lost no time in getting to the bank 
to close out our children’s college educa- 
tion fund and I put practically the entire 
amount into shares of Gusher Refining. 
For three consecutive months I received 
dividends of $9 on my stock certificate. 
After the third month they stopped com- 
ing altogether. I became worried as to 
the safety of our funds and consulted my 
brother-in-law. It was then that I learned 
that even though he thought so well of 
the stock he had not invested a single dol- 
lar in it himself. I investigated further 
and found that the price had dropped 
from $2 to less than one dollar a share. 
Except for about fifty dollars, which I 
was finally able to dispose of the certifi- 
cate for, that fund now exists only in our 
memory. 


A Bitter Pill to Swallow 


It was a bitter pill for us to swallow. 
My wife had relied upon her brother’s 
well-meant advice and with no financial 
training I was not able to distinguish be- 


LT each investment be a little better planned than the 


one before. 
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tween a good risk and a bad one. After 
that I became sore on humanity in gen- 
eral and saved nothing for over three 
I was afraid that if we started 
it would likely result the 


years. 
another fund 


same way. 
At that time both our boys had already 


begun their grammar school education 
We became worried for fear that we 
would not be able to realize our long 
cherished ambition, so we forgot our loss 
and began saving again. After we had 
once more started, it became second na- 
ture to save. 

My wife would take my pay envelope 
each week; retain a set amount to cover 
household expenses, a little for carfare, 
recreation, lunch, etc., and deposit the bal- 
ance. As my pay increased we increased 
our savings and I saved all that I was 
able to make by working overtime or on 
the side. 

We made no effort to “keep up with 
the Joneses.” We always had good sub- 
stantial food, never went to extremes and 
we both dressed well. My wife made all 
her own dresses and some of the chil- 
drens’ clothes. When our boys became 
old enough they worked Saturdays and 
during summer vacations for merchants 
and storekeepers and did odd jobs, and we 
saved their money for them. During those 
four and one-half years we accumulated 
over $2,000. 


Advice from a Banker 


Then again came the problem of invest- 
ing that money, so that it might yield us 
the highest return consistent with pru- 
dence and safety until we were ready to 
use it for our sons’ education. Resolved to 
take no chances with our money this time 
we went to see the bank and ask their 
advice in the matter. The treasurer of 
the savings bank offered to invest our 
money for us but he suggested that we 
deposit it with a trust company under an 
agreement which he termed a “voluntary 
trust.” We were rather skeptical of this 
at first thinking it too expensive for such 
a modest sum, but my wife said that it 
would probably cost nothing to investi- 
gate and we wanted to be sure of the 
safety of our savings. 

So we went across the street to the 

Trust Company and talked with 
one of their officers on the matter. We 
told him of our accumulated savings, our 
plan for educating our children and that 
we wanted to place the money where it 
would earn as much interest as possible 
until we were ready to use it, while at the 
same time we desired above all to know 
that it would be safe. 

He told us that the most practical and 
efficient way of obtaining that result 
would be through the creation of a ‘vol- 
untary or living trust.” By the creation 
of a “voluntary trust” we were to set 
aside, for a certain period, a lump sum of 
money or other kind of property for the 
benefit of our children, the income and 
principal of the fund to be built up and 
used in any way that would suit our 
wishes. A trust fund, he explained, would 
enable us to protect our property against 
waste in inexperienced hands. That was 
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what we wanted but we were afraid that 

the expense of such an agreement would 
beyond our means. He told us that in 
ct most trust funds of this nature were 
irted with only a modest beginning and 
led to at stated intervals, and their 
urges were governed by the amount 
income they could make for the trust 
ough wise and prudent investments. 


Going Over the Plan 


My wife and I thought the matter over 
efully and two days later we went 
dwn and had the trust company draw up 
trust or agreement. It was a simple 
angement between my wife and I as 
kers and the bank as trustee and exe- 
ed simply by our signatures. We de- 
ited with the bank $2,000 with the un- 
standing that we were to make addi- 
nal deposits of $150 every four months 
til the fund reached an amount entirely 


sufficient to provide a complete education 
for our children, that, together with the 
income obtained from the investment of 
the trust funds by the bank to be used 
to defray the expenses of our son’s edu- 
cation when they were .ready to enter 
college. 

We did not surrender ownership com- 
pletely of our funds for we can revoke 
the trust or change its clauses, adding or 
withdrawing from it at any time. We 
were also entitled to participate in its 
management, but with our limited knowl- 
edge of financial matters we left it en- 
tirely to the bank. 

Our eldest son Norman, who is age 15, 
will soon begin his high-school education 
and when he has graduated from high 
school we plan to have him work for a 
year, so that he may enter college with 
his brother George, age 14. We are still 
planning and saving, and when they are 
ready to enter college their expenses will 


be paid by the bank irom this fund, 
which, by the time it is needed will he 
entirely sufficient. 


Conclusion 


The creation of this carefully 
planned voluntary trust, started only 
a comparatively short time ago with 
a modest beginning, will in the years 
to come give to my wife and my- 
self the realization of having wisely 
planned for the future. We will have 
the satisfaction of knowing that by 
thus thinking ahead we were able to 
make possible the carrying into effect 
of our one worthy ambition—the edu- 
cating of our children. Although I 
have reached no degree of business 
success myself I can look forward to 
brighter prospects for my two sons, 
who perhaps some day will be able to 
repay us one-hundred fold for our 
planning and saving. 


Three Policies that Make Steady 


Profits 


How Enlightened Income-Builders Can Get Ahead Faster 





This is the tenth article in a series intended to aid Income Builders 
in the conservative but enlightened use of their idle funds. 








NCOME builders who have read the 
previous chapters of this series have 
received as complete an idea as could 
given in the available space of (1) The 
mdamentals of Economics, (2) The 
ason for the Corporation, and (3) The 
Causes that Produce Cyclic Changes in 
Economic Trend. In other words, 
enough has been said about the basic 
eories of economics and finance, and at- 
ition may now be directed to the prac- 
al business of investing. 
It may be said that there are three 
isses of people who deal in securities. 
(‘ne class comprises the investors—men 
1 women who buy securities solely for 
e purpose of setting their funds to work 
the best possible advantage, with 
ome their primary object. The second 
iss comprises the Active Traders—those 
ho seek to profit from the shorter 
vings, who buy and sell many times over 
iring a year’s time, and who base their 
mmitments on the principles of Specu- 
tion. The third class is one which we 
uuld like to ignore, which it would be 
asanter to imagine as non-existent. 
nfortunately, however, this class cannot 
‘ ignored and has existed since the Year 
ne. It comprises those misguided mor- 
ls who participate in the security mar- 
ts as an unwise man might participate 
a business he knows nothing about— 
indly—and with the hope that some spe- 
al providence will guard their fortunes. 
Of the three classes, this series, in the 
me way as the BYFI Department it- 
If is dealing with only one, and that is 
tue first, the Investors. Because, as we 
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have said many times, the chief objective 
of this class is to procure the greatest 
Income commensurate with safety, a name 
has been coined for them. They are called 
“Income Builders”—and it would indeed 
be difficult to find a more expressive or 
appropriate term. 

The methods by which these Income 
Builders can best attain their ends are 
The class is divided into a 


numerous. 
great number of different groups, and 
each group follows a slightly different 
policy than any of the others in its 


income-building activities. Of the meth- 
ods pursued, however, there are three in 
particular which may well be introduced 
here and described in some detail. Those 
three are as follows: 


Method One 


Method One might be called the Sav- 
ings Bank-Non- Fluctuating Investment 
plan. It is the simplest, and for many 
persons the best policy of them all be- 
cause, to all practical purposes, it abso- 
lutely precludes losses. Men and women 
who have learned only the rudiments of 
finance, or who are not in a position to 
assume risks, can well afford to study 
this method and adapt it to their own 
uses. 

Most of the Income Builders who fol- 
low this policy are those who can only 
manage to save about $1,000—$1,500 a 
year (or about $80—125 a month) and 


q UCCESSFUL 
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men 





make 
make the same mistake TWICE! 


who, moreover, have to put their savings 
by, bit by bit, in order to obtain the de- 
sired year’s total. 

The method consists of two steps: First, 
to open a Savings Bank account (some 
thing that any Income Builder can do, 
fortunately enough, even though he have 
no more than 100 cents to begin with). 

With the savings account begun, the 
Method One builders take advantage ol 
spare moments to study the non-fluc- 
tuating investment field, that is, to study 
the various securities that there are which, 
by reason of not being negotiable, are al- 
ways worth what they cost and are not 
subject to price changes. The reseafch 
may not go beyond mortgage bonds 
(which, when well selected, are undoubt- 
edly one of the wisest investment me- 
diums), although it might well include 
Building & Loan shares, Government Sav- 
ings Securities, and other non-fluctuating 
forms which are to be had. 

When the Builders’ savings accounts 
have reached a point which enables them 
to purchase their non-fluctuating invest- 
ments in the denominations in which they 
are available, the exchange is made. 

The succeeding operations in Method 
One are merely a repetition of these first 
two—a constant program of saving and 
buying, with the Savings Bank as the 
stepping stone. When the whole program 
is carefully planned .it has the effect of 
constantly keeping the Builders’ funds at 
work, with never an idle dollar. 


Method Two 


The second method is more advanced 
than the first, and one which requires 


mistakes. But they don't 
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study, application and a good deal of 
initiative. Furthermore, it presupposes 
banking relations of sorts. Nevertheless, 
Method Two is practised on a wide scale 
by enterprising investors and is provenly 
practical : 

The program calls for acquiring, 
through the Savings Bank route, perhaps, 
sufficient capital to permit an investment 
in high-grade and well diversified securi- 
ties—U. S. Government bonds, perhaps, 
or highest-grade railroad bonds. 

With this investment made, the next 
step (as the plan is sometimes practised) 
is to secure from the bank a loan on the 
securities so purchased. Such bank loans, 
under ideal conditions, can be obtained on 
a basis to permit re-investment of the 
funds borrowed at a rate which will add, 
sometimes, a point and a half or even 
two points to the net income return. 

Another adaptation of this method, 
when used by at least one reader of the 
Magazine (a woman, by the way) per- 
mitted her to make a very respectable 
start toward financial independence in a 
remarkably short time. Starting with 
$2,000 of Liberty Bonds and $1,000 cash, 
this reader proceeded to borrow at differ- 
ent times sums aggregating $9,000. With 
this she purchased high-grade stocks and 
bonds whose yield was higher than the 
interest required on the loan; and these 
purchases were added to the loan collateral. 
By this method, she was able to build up 
an income from her investments of $900 
a year, against interest charges of $450, 
leaving an annual surplus of $450 to go 
toward paying off the loans. 

It will be noted by those who have 
studied the investment field that this 
policy, or the adaptations of it described 
above, can be successful only when prac- 
tised by men and women who are thor- 
oughly familiar with investment princi- 
ples, as well as with the risks attending 
investment operations. Furthermore, the 
existing conditions do not always justify 
confidence in the future trend of prices, 
in which case it will be undesirable to 
conduct such operations. 

But all investment activities presuppose 
some knowledge of finance; and the great- 
er the income desired the more astute 
and enlightened must the practitioner be. 


Method Three 


The third method of producing profits 
of the sort the investor is entitled to seek 
is the most interesting of them all. Ina 
word, it is to “buy on the panics.” 

The Income Builder need not lose in- 
terest at this point, or protest that “such 
a policy might have been worked in the 
past, but why talk about it now?” For 
there are many wise, sagacious, shrewd 
investors to whom “buying on panics” is 
the be-all and end-all of investment sci- 
ence, who will profit materially from fol- 
lowing this policy in the future just as 
they have done in the past. 

Three attributes are absolutely essential 
to successful prosecution of this invest- 
ment plan. The first is patience—more 


avoided. 
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patience, perhaps, than the Income Builder 
ever thought the world was supplied with. 
It is sometimes necessary to wait several 
years before beginning a new campaign, 
and it is almost always necesary to wait 
several months. . The second attribute is 
judgment—ability to recognize excessive 
pessimism, to distinguish between unwar- 
ranted discouragement in Wall Street and 
enlightened conservatism. The third at- 
tribute is courage, and in abundant supply. 
“Anybody can go with a crowd; but it 
takes a man to go against the crowd.” 

And also, the Method Three Builder 
must have capital. 

The Builder who followed this method 
would not buy any securities at the pres- 
ent time, for example. Just now, he would 
be “long” of money—or non-fluctuating 
investments—or the very highest-grade 
short-term securities, and he would be 
building up his free capital as rapidly as 
possible. While others are attempting to 
profit from the little, perplexing move- 
ments which now characterize the market, 
he would be going on about his own busi- 
ness, in the knowledge that the time is 
not yet ripe for him to act. 

Only when the customary and inevitable 
break comes would this man prick up his 
ears market-ward. And even then, he 
would not rush down and buy. He would 
let events take their course—let the 
reckoning men always have to make for 


—_— 


their excesses be itemized, drawn-up and 
published. Then, when the worst was 
known, this panic-buyer would begin to 
accumulate his high-grade income securi- 
ties at the bargain prices they would be 
selling for. 

Three occasions stand out in memory 
as having golden opportunities for the 
panic-buyer in the last eight years. There 
was the prostration, following the declara 
tion of war; the collossal revulsion whic! 
followed the Lusitania disaster; the slum; 
which immediately followed the Hardin; 
election. In the next eight years, as many 
if not more, similarly good opportunitie 
are fairly to be expected. 


Conclusion 


A review of the three methods outlined 
above will bring .out the fact that no onc 
of them involves nerve-racking security 
trading. On the other hand, each one o! 
them presupposes a competent understand 
ing of the factors that go to make yy 
values. Income Puilders who cannot af 
ford to lose are advised to stick to Methox 
One, which is the steady, plow-horse typ: 
—as reliable as it is uninteresting. Anc 
even Method One is recommended onl; 
to those who have cut their financial eye 
teeth and are capable of taking care o 
themselves. “Every man for himself,’ 
truly enough, is still the watchword of 
finance. 





Points for Income Builders 


An Allegorical Short-Sale— 


Other Financial Terms Defined 


OME new read- 
S ers of Tue Mac- 
AZINE OF WALL 

_ Street have asked 
(3 for a description of 

= short-selling. For the 
=———— Sake of variety— 
many plain defini- 

;, = tions of short-selling 
having appeared in the past—let’s handle 
it by means of an allegory: 

Suppose there were only one brand of 
pocket-knife in existence, but millions of 
exact duplicates of that brand. Suppose 
these pocket-knives were being bought 
and sold in a central market-place every 
day in the year. Suppose you thought the 
market price for pocket-knives was going 
to decline, for some reason or other, and 
that you wanted to profit from that ex- 
pected decline: 

You would go to someone who owned 
one of these pocket-knives and who was 
willing to lend it to you for an indefinite 
period. You would take that borrowed 
pocket-knife down to the central market 
place, and sell it at the prevailing mar- 
ket price, say, $5. 

Having been well-advised, your expect- 
ed price-decline actually sets in. Pocket- 
knives are offered and sold on the market 





ys 1923 be another 1922—with errors and omissions 
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for $4. You thereupon go down to the 
market place and buy a duplicate of the 
pocket-knife you sold, paying only $4 
for it. 

You take this duplicate knife and re- 
turn it to the man who loaned you his 
knife originally. Because it is an exact 
duplicate, he is satisfied. And because 
you have a profit of one dollar on the 
transaction, you are satisfied. 





Obviously short-selling as practised in 
the stock market after the fashion de- 
scribed above is an advanced form of 
speculation, and conservative investors dc 
not indulge in it. 





Debenture Bonds 


Debenture bonds are bonds having a 
general claim on the assets of a corpo- 
ration but no specific claim. Professor 
Lagerquist, in his illuminating study “In- 
vestment Analysis,” calls them virtual 
promissory notes and notes that while the 
debenture holder has no specific claim 
against the property of a corporation and 
cannot bring foreclosure proceedings, as 
preferred creditor he can institute pro- 
ceedings for a judgment or the appoint- 
ment of a receiver. Debenture income 
bonds are bonds whose interest is duc 
when earned—in other words, bonds which 
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cecupy a relatively speculative investment 
position. 


Par Value 


“Par value” was a quaint conception of 
ir financial pioneers. Its chief claim to 
eatness lay in its power to confuse and 
rislead the unwary investor. The pio- 
ers would organize a corporation “hav- 
g a capitalization of $10,000,000, consist- 
z of 100,000 shares of common stock of 
r value $100.” Then they would offer 
ose shares to the public at something 
ss than par. Their corporation being 

shaky, uncertain- creation, nobody fa- 
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miliar with the real situation would touch 
the stock. But the unwary investors—of 
which there is always an ample supply— 
could always be counted upon to snap up 
the offering, providing only it were at a 
price somewhat below “par,” or a price 
which, to the investor, looked as though 
it must be an opportunity. 

The par value of a corporate stock 
never meant anything in the past and does 
not mean anything now. Like “stock divi- 
dends,” it is valuable only as an expres- 
sion. The tendency nowadays is all to- 
ward avoiding its usage, the majority of 
our new-share offerings being on a no-par 
basis. 





Worth Thinking About 
A Sure Way Up 
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i 
“Evening Total 
i Interest Savin a Cash 
Received Deposits Total Deposit Total Capital Deposit 
To start >$500 aes 
Se $15 0 $265 $35 $300 800 $285 
eS 250 274 36 300 1,100 286 
Se ME naccccccesens 250 17 300 1,400 267 
ERTL. 42 250 292 8 300 1,700 258 
NE ee 51 301 99 2,100 3849 
Se Sc cucecassoue 250 313 87 400 2,500 837 
BD Me cccousescess 75 250 325 75 400 2,900 825 
et Pnecccceseese< 87 250 337 63 400 3,300 318 
itive aiid 250 349 51 400 3,700 301 
Se Ciekdeanccceces lll 250 361 39 400 4,100 289 

















(FNHE table overhead is a small portion 
of a large and imposing-looking 
statistical tabulation recently com- 

iled by the writer. 

All the figures shown on that table 
1ight have been determined by algebraic 
ormulz at an expenditure of only a small 
raction of the same effort. 

But the table was worked up in this 
form, nevertheless, because it seemed to 
present a certain subject more clearly 
than other forms might do: and that sub- 
ect is the old one, made so much of in 
hese columns in the past: “What Six 
‘er Cent Can Do For You.” 


What the Table Shows 


The table deals with the progress of a 
man who has $500 saved up, to do with 
s he pleases, and who is able to “keep 
rom spending” at the rate of about $700 
year, or $60 per month. 

This man is supposed to embark on a 
compaign of investment in 6% bonds— 
that is, bonds yielding at least 6% on the 
ivestment. He selects bonds available 
1 $100 denominations, and which pay in- 
‘terest semi-annually. He starts off his 
rogram by buying $500 worth. 

The man then holds his $500 commit- 
vent for the first 6 months of his cam- 
aign. During that time he has also been 
iving his surplus earnings. When the 
ix months is up, he is supposed to invest 
250 more money in 6% bonds, plus what- 
ver additional money is needed in order 
o permit of a perfectly rounded commit- 
nent. Further explanation: 


“Evening Up” Deposits 


_As the table shows, at the end of the 
first half-year, the man receives 3% in- 
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terest on his original $500, or $15. To this 
$15 interest, he adds $250 which he has 
saved in the interim. That makes $265. 
Now, in the case of mortgage-bonds (for 
example) it is not possible to invest odd 
amounts of money. It is necessary to in- 
vest even sums—generally even hundreds. 
Hence, to the $265 he already has for in- 
vestment, our mau must add $35 more 
in order for him to have an even sum for 
investment (in this case, $300). 

The rest of the table is a development 


what progress our man makes by the 
simple means of merely saving, for in- 
vestment, never less than $250 every six 
months, but never more than $349. 

On another part of this page, there is a 
graph which puts in illustrative form the 
progress our man will make over the 
years. 

If he is a young man, at the start—say, 
25 years of age—and aspires to financial 
independence at 50, he has 25 years in 
which to reach his destination. Good! 
The chart shows a continuous, upswing- 
ing line, beginning at the $500 point, and 
sweeping higher and higher over the pe- 
riod plotted until, by the time that once 
young man is 50, it shows him possessed 
of $34,000 worth of 6% bonds, yielding 
him an income of $1,000 a year. 

If our income builder does not have so 
long a period in which to work out this 
plan, the chart is equally applicable. Sup- 
pose he only has 15 years, or even just 
10 years at his disposal: At points marked 
“15th Year” and “10th Year” on the chart, 
the amount of money a builder who fol- 
lows this plan will have is plainly shown. 
Thus, by practising this plan for 15 years, 
he amasses over $15,000. By practising 
it for only 10 years, he amasses nearly 
$9,000. 

The chart shows something else, too: 
It shows the total cash deposits which 
our Income Builder must make each year 
during the prosecution of this plan if it 
is to be perfectly adhered to. It is inter- 
esting to note how consistently these re- 
quired deposits vary—how the number of 
years intervening between “peak” deposits 
and minimum deposits constantly dimin- 
ishes. The mathematics students can ex- 
plain that. 

Altogether, the writer finds the chart 
very, inspiring. It is susceptible of all 
sorts of interpretations. Mainly it gives 
something of the same impression that 
a cordial handshake gives when a man 
enters an unknown territory: Encourage- 
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Are Utility Stocks Too High? 


Analysis of Leading Issues Indicates That Some of 
Them Have Advanced Out of Proportion to Yield and 
Prospects—Comparison With Several Seasoned Issues 


N the previous is- 

sue of THE Mac- 

AZINE OF WALL 

| Srreet, the general 

situationas it af- 

fected the public util- 

ity companies was 

' analyzed with indica- 

tions that these com- 

panies, with the pos- 

sible exception of the 

tractions, had several good years at 

least ahead of them. Earnings state- 

ments have been showing up exception- 

ally well this year due to liberal treat- 

ment by rate-making organizations. De- 

spite compa-atively high cost of coal 

this year compared with normal quota- 

tions, both gas and electric companies 

are generally showing marked improve- 

ment in earning power accompanied by 

many dividend resumptions and _ in- 
creased dividend payments. 

It was pointed out that, as a class, the 
public utility companies this year would 
make a better showing than they had in 
more than five years, with the excep- 
tion of the traction companies, whose 
labor item constitutes more than 50% 
of total operating expense. 

But while the public utility stocks 
have marketwise held up considerably 
better than railroad or industrial issues 
it is an open question as to whether 
many of them have not discounted, in 
great part, if not all of their prospects 
for the near future. Spectacular market 
movements in many of the more prom- 
inent issues which are still selling close 
to their top prices properly brings up 
the question as to whether they can be 
expected to continue at levels at which 
the yield is small in comparison with 
many reasoned railroad and industrial 
stocks. 


Increased Dividends 


Anticipated increased dividends have 
been the attraction which has boosted 
the prices of many issues out of all pro- 
portion to current yields and prospects. 
Many dividend resumptions and in- 
creased payments have already materi- 
alized. Whether operators of public util- 
ity properties have not been too opti- 
mistic in mapping out dividend pro- 
grams will probably be seen next year. 
But an examination of the selling prices, 
yields and prospects of some stocks 
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would seem to indicate that they have 
already done more than their share in 
discounting the anticipated higher divi- 
dend payments. 

There is no reason, for instance, why 
the common stock of any public utility 
company should sell on a basis to yield 
less than 6% even on prospects of an 
increased rate next year. A glance at 
the table of unlisted public utility bonds 
elsewhere in this issue will show that 
there are many second-grade bonds ob- 
tainable which will show a yield of 6% 
or better. 

A word on the earnings of some of 
our large public utility holding com- 
panies is timely. Holding companies 
are those which do not operate public 
utility properties themselves but which 
derive their earnings in the form of in- 
terest on securities and dividends on 
stocks of other companies which are 
thus controlled. Many of the old-line 
companies still adhere to the practice 
of incorporating in their income ac- 
counts, only the amounts actually re- 
ceived from subsidiary companies in the 
form of dividends or.otherwise. This is 
obviously the conservative practice. 
There are others, however, which show 
in the income accounts of parent com- 
panies, all earnings of subsidiaries after 
payment of fixed charges which theo- 
retically should accrue to the holding 
company by reason of its stoek owner- 
In theory, the practice may be 
sound, but it is apt to be misleading to 
the average stockholder who is not 
familiar with this method of handling 
earnings. 


As an example, the X company hold 
all the common stocks in three operat 
ing companies. Theoretically, the > 
company is entitled to all earnings « 
these subsidiary companies after pay 
ment of fixed charges and preferre 
dividend requirements. In making u 
the annual statement for the year unde 
the newer practice it would show al 
these earnings as its own. But perhap 
only one-quarter of these earnings hav 
actually been received by the paren 
company in the form of dividends on th 
stock held. The balance still remain 
with the operating companies. It ma 
be used by them for improvements an 
extensions or may be set up in the fort 
of reserves. Therefore, when earning 
of holding companies are discussed, car 
should be exercised to ascertain as t 
which method of computing earnings i 
used if a correct picture of earnings i 
to be had. 


Spectacular Movements 


It is not the intent of this article t 
advise either the purchase or sale o 
public utility stocks. The intent is t 
point out by comparison the smal! 
yields and high prices of several issue 
which have had spectacular advance 
this year while other, more seasone: 
issues have practically stood still. 

There is, for instance, American Tele- 
phone & Telegraph Co. stock selling 
around 124 at this writing which pays 
$9 annually in dividends and shows a 
yield of better than 7%. Philadelphi 
Co. common stock (par value $50) ha 
had an uninterrupted dividend record 








Company 
American Tel. & Tel 
Amer. Water Wks. & Elec 
Columbia Gas & Electric 
Detroit Edison Co 
Laclede Gas Light Co 
North American Co.. ugbee sid 
Pacific Gas & Electric Co........ : 
People’s Gas —_ & Coke 
Philadelphia Co... 
Public Service Corp. “of N. sae 


t A holding company 
of dividends. 





Stock 
Outstanding 
*$594,715,000 $9 124 
710,000, 


30,000,000 
~~ Unless other specified, common stock issues are referred to. 
* Indicates company, has only one class of stock. 


stimate of earnings is total earnings o' 
ing to parent company after charges and dividends, but not necessarily paid to it in form 


PROMINENT PUBLIC UTILITY STOCKS 


Yield 
Selling at 
Dividend Price Current 
Rate (Dec. 15) Price 
7.3% 
None 60 ses 
$ 10 


t 6%  poriainating preferred stock. 
subsidiary companies accru- 
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for thirty years and selling around 40 
with the $3 annual dividend shows a 
yield of 74%. Laclede Gas Light Co. 
of St. Louis is more speculative than 
these’ two issues, but earnings are good 
and at the current price of 85 with the 
$7 annual dividend shows a yield of bet- 
ter than 8%. 

On the other hand, North American 
Co. common stock is selling at a price 
which shows a yield of slightly more 
than 5%. Peoples Gas Light & Coke 
Co. stock shown in the accompanying 
table at the current price gives a yield 
f 6.3%, while Columbia Gas & Electric 
Co. selling at par returns 6%. These 
three companies all appear to have good 
prospects of increased dividends but 
suffer by comparison with the three is- 
sues set out above. And it is a question 
if they have not already discounted to 
1 very large extent any possible. in- 
creased payments. 


AMERICAN TEL. & TEL. 


American Telephone & Telegraph Co. 
stock can be classed as one of the 
premier utility issues. Selling at 124 it 
is still selling approximately ten points 
above the year’s low figure, but the 
proportion of advance has been negli- 
rible compared with the majority of 
other public utility issues. In this case, 
a yield of 7.3% is shown on the invest- 
ment on current prices. Dividend was 
increased from $8 to $9 annually last 
year. and has been declared a year in 
advance up to the middle of 1923. 

Earnings this year are running be- 
tween $11 and $12 a share on the stock. 
In view of its selling price, a switch 
from other issues around this price is 
difficult to find, but it might be well for 
the investor who is looking for stability 
of yield and freedom from violent mar- 
ket fluctuations to reinvest funds now 
held in less stable companies in the tele- 
phone stock should it decline to lower 
levels. 


PHILADELPHIA CO. 


Not in the class of American Tele- 
phone & Telegraph Co. by any means 
but at the same time one of the old-line 
good utility companies, Philadelphia Co. 
has an enviable dividend record. The 
present rate is $3 annually on a $50 par 
value common stock and at current 
price of $40 the yield is 74%. Com- 
pany’s dividend record for twenty years 
past shows that rate has never been less 
than 6%, ($3) on the common stock 
though two quarterly payments were 
made in scrip in 1914 and 1915. These 
were subsequently paid in cash. 

Despite poor earnings in 1921 when 
slightly more than half dividend re- 
quirements were earned, the dividend 
was maintained on the common and this 
year it is estimated that approximately 
$5 a share can be shown on the junior 
shares. Philadelphia Co., operating in 
Pittsburgh, chiefly supplies natural gas 
to that city, though auxiliary artificial 
gas plants are also operated. In addi- 
tion, it controls a fair-sized oil company. 
It is in turn controlled by 51% stock 
ownership by United Railways Invest- 
ment Co. 
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There has been talk from time to time 
of an extra dividend to be paid out of 
earnings from the oil company. While 
this may materialize, there seems to be 
no indication that there will be any 
change in the rate in the near future. 
Present dividend rate appears entirely 
safe and as a low-priced stock which is 
fairly stabilized marketwise, it should 
interest those who are looking for a fair 
yield on a common stock. 

Among issues which at current selling 
prices show yields of small proportions 
is Columbia Gas & Electric. Paying $6 
annually in dividends at 100 the yield is 
6%. The stock has been as high as 112 
in the current year or nearly fifty points 
above the 1922 low. In addition to sup- 
plying gas to Cincinnati and adjacent 
territory, the company produces gaso- 
lene derived from natural gas and has a 
subsidiary electric company. In 1921 
earnings were approximately $7 a share 
on the 500,000 shares of capital stock, 
but considerable improvement is shown 
this year. It is estimated $10 a share 
will be earned. 

There have been intimations from 
time to time that the dividend would be 
increased and it is probable that in the 
near future the stock will be placed on 
a $7 annual basis. At the same time, 
the yield at current price is small in 
comparison with stocks of other public 
utility companies of equal merit. It is 
possible for the discriminating investor 
to cast about and invest in either indus- 
trial or public utility stocks and receive 
a higher yield than this with equal de- 
gree of dividend safety. 


PEOPLE’S GAS LIGHT & COKE 

People’s Gas Light & Coke Co. direc- 
tors have just ircreased the dividend on 
the capital stock from $5 to $6 annually. 
The present rate at current selling price 
of 93 would give a yield of 6.3%. A year 
ago the rate was restored at $5 annually. 
It is estimated that in the 1922 annual re- 
port the company will show earnings of 


about $10 a share on the stock. Stock 
appears to have amply discounted the in- 
creased rate. 

North American Co. common stock 
selling around 94 and paying only $5 
annually in dividends shows the smallest 
yield of any on the list of ten companies 
shown. It has been intimated that the 
rate will be increased next year to $6 
annually. The common and preferred 
issues are both $50 par value so that 
current rate is 10% on common ($5) 
and 6% ($3) on the preferred. 

Comparison of yields on both com- 
mon and preferred stocks is interesting. 
The preferred stock selling at 44 and 
paying $3 shows a yield of 7% while the 
common issue at 94 paying $5 yields 
only 5.3%. Even assuming that the rate 
is raised to $6 annually, the common 
stock at current prices would still show 
a yield of only 6.3%. 

The common stock sold as low as 53% 
this year and at the high of 101 showed 
an appreciation of close to 100%. North 
American Co. is a holding company and 
figures per share on earnings given out 
are those of subsidiary companies con- 
trolled which would accrue to the parent 
company by reason of its holdings. This 
does not necessarily mean that they 
were received by it. On the basis of 
subsidiary companies’ earnings, figures 
this year are estimated semi-annually 
officially to be equal to $15 a share on 
the common stock of the parent com- 
pany. 

The old North American Co. stock 
(only one class) was exchanged into 
two shares of $50 par value stock back 
in 1921. Holders received one share of 
$50 common and one share of preferred 
in exchange for their stock. Subse- 
quently rights accrued to stockholders. 
Taking preferred stock at current price 
of 44, common at 94 and rights at 27 
would mean a price of 165 for the old 
capital stock which just prior to the ex- 
change sold below 60. 
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Producers & Refiners Corporation 





Steady Development of P.& R 


Steady Increase in Earnings—Substantial Oil 
and Gas Properties—Outlook for the Stock 


try regarding the formation of the 

Producers & Refiners Corporation 
that gives rise to the remark that the 
Texas Company is responsible for the 
formation of this young company, which 
promises to assume a high place in the in- 
dustry. 

The story is that Frank L. Kistler, 
Chairman of the Board of P. & R., some- 
what irritated at a trivial incident which 
occurred while he was with the Texas 
Company, wired his resignation from 
Wyoming and started the next day to or- 
ganize a company of-his own. The story 
bears the mark of authenticity, as it 
names P. J. Quealy, of Kemmerer, Wyom- 
ing, as the man who let Kistler have the 
money to take up some acreage around 
which the company was started. Mr. 
Quealy, a highly respected citizen of 
Wyoming, is still a Director of the 
P. & R. 

While Producers & Refiners numbers 
in its executive personnel a number of 
able men, many of them, by the way, 
former Texas Co. employees, it is around 
the vivid personality of Frank L. Kist- 
ler that the company is built. He is 
known as one of the most singularly alert 
operators in the industry 


T's story is current in the oil indus- 


By J. G. SWARTZ 


market, generally speaking, as the Mid- 
west developed. 

Thus it stood with the P. & R. in 1921 
when it had proved the finest gas terri- 
tory in Wyoming. Gassers in its Wertz, 
Ferris and Mahoney Dome Fields were 
closed in with no outlet in sight. Kist- 
ler’s move, at that time, was the acquisi- 
tion of a refinery site at Casper and the 
stringing of several miles of pipe-line 
toward Salt Creek. The compromise 
which resulted was a contract with the 
Midwest Company whereby it took and 
is now taking 30 million feet of gas daily 
for refinery fuel. The companies joined 
in laying a 90-mile gas-line to the fields. 
The pipe-line to: Salt Creek and the re- 
finery at Casper were shelved. 

The pipe-line is yet to go through, Kist- 
ler has recently said. The company is 
now constructing a refinery on the Union 
Pacific railroad near Fort Steele, Wyo. 
This will have an initial capacity of 5,000 
barrels and will operate on oil from the 
Lost Soldier and Ferris fields to the 
north. Market for the output is assured 
by contracts with large jobbers of pe- 
troleum products in the West and through 
P. & R.’s own stations in Standard of In- 
diana territory. 


P. & R. now owns and controls some 
75,000 acres in Wyoming of which some 
2,000 acres is good territory in the Salt 
Creek field, capable of producing from 
the Second Wall Creek and Lakota Sands. 
With but little further drilling it can 
work its production up to 20,000 barrels 
daily but, having no need for this amount, 
will probably play the conservative game 
in Salt Creek. 

The company has practically finished 
an absorption gasoline plant at Casper 
through which it will run the gas on its 
way to the Midwest Refinery. A smaller 
plant of the same type is being built at 
Riverton to extract gasoline from the gas 
from Sand Draw field. 

It is estimated that the plant at Cas- 
per will produce 10,000 barrels daily, all 
of which will be sold to the Midwest Re- 
fining Co. 


Gas Production 


The P. & R. will doubtless participate 
in the supplying of gas to Salt Lake City 
and Ogden, Utah. Franchises have been 
asked for in these towns by the Ohio Oil 
Co. and the Midwest Refining Co. The 
gas will be piped from Baxter Basin, 
Sweetwater County, Wyo., where the 

P. & R. holds considerable 





and one of the fastest “trad- 
ers.” The latter quality has 
gained for the company a 
secure footing in Wyoming, 
a country which is, for the 
first time, about to be heard 
from in a petroliferous way. 


Wyoming Productive 


Obtaining a foothold in 
Wyoming and keeping it 
have been two different 
matters. It has been so 
thoroughly a Midwest Re- 
fining Company proposition 
and the lack of markei was 
so pronounced that few of 
the companies operating 
elsewhere felt like spend- 
ing much money on the 
chance of ultimately mak- 
ing a profit. The oil and 
gas resources were appar- 
ent—there was just such a 
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Crude-oil stills and heat exchangers at Producers & Refiners 
Tulsa plant 


acreage, practically proven 
for gas and believed to have 
a good possibility for oil. 

Besides its holdings in the 
Salt Creek field and in Car- 
bon and Sweetwater Coun- 
ties, P. & R. has small pro- 
duction in the Osage field 
of Weston County and in 
the heavy oil district at 
Lander. The latter is ca- 
pable of considerable addi- 
tional development but lack 
of market is holding it 
back. The company also 
has much wildcat acreage 
in Rocky Mountain States 
of unknown value at this 
time. 

While in the Mid-Conti- 
nent the P. & R. is not 
greatly prominent, it has 
acquired some valuable 
holdings. The production 
of P. & R. in this territory 
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is some 4,000 barrels daily and it operates 
two refineries, one at Tulsa and the other 
it Blackwell, Oklahoma. The producing 
properties in Oklahoma are principally in 
he Okmulgee and Burbank Fields. These 
roducing territories are among the best 
n that state and indications are for a 
ery long-lived field in that country. Pro- 
lucers & Refiners also has considerable 
ikely looking acreage in that country 
ome of which will undoubtedly develop 
ito proven territory. 

The two refineries have a combined ca- 
acity of nine thousand barrels and turn 
ut the usual products. They appear to 
ave a very satisafctory market for these 
roducts, due to their ownership or con- 
rol of distributing stations. Most of the 
rude produced by the P. & R. is high 
rasoline content crude which makes it 
ossible for them to enjoy a little more 
han the average refinery profit. 


Capitalization 


P. & R. recently issued an additional 
suse of 8% Bonds, making a total’ out- 
standing issue of $4,850,990 of bonds. In 
iddition to this they have issued $3,000,- 
00 of 7% Cumulative Preferred stock 
ind 389,492 shares of $50.00 par and 168,- 
280 shares of $10.00 par, or a total out- 
standing value of $21,157,400 of Common 
tock. 

The earnings of P. & R. have shown a 
constant increase and for the first six 
months of the year were about $6.00 per 
hare after allowing for depreciation, de- 
pletion, interest charges and dividends 
for the preferred stock. This is a con- 
siderable increase over last year and is 
probably a reflection of the gas earnings 
in Wyoming. As additional markets de- 
velop for the gas and oil in Wyoming, it 
is very probable that the earnings will be 
further increased as the Wyoming prop- 
erties constitute the backbone of P. & R.’s 
nvestments. It can be said that, to date, 
yutside of the gas supplied to the Mid- 
west, very little earnings have been real- 
ized from this territory but it will un- 
doubtedly play a prominent part among 
independents when this territory is final- 
ly opened up. 


Conclusion 


Producers and Refiners appears to 
be an organization among the sound- 
est of the smaller “independents.” The 
company is well located, has good 
production and is well-financed. It 
has sufficient earning power to give 
the shares substantial value and, if 
held for a long period, these shares 
should prove a profitable investment. 
In the meantime, however, market 
exigencies may have the result of forc- 
ing the price of the stock down, which 
might be taken advantage of by the 
buyer who intends to hold indefinitely 
and to whom long-distance considera- 
tions are more important than tempo- 
rary fluctuations. 
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Simms Petroleum 


Gradually Working Back Up 





























SIMMS’ 24.-YEAR EARNINGS RECORD 
(ist 6 mos.) 
1920 1921 1922 
Gross income...... $3,896,902 $1,855,646 $2,158,974 
Expenses, etc 2,576,116 1,384,575 1,111,919 
Het .ncccccees. $1,320,786 $471,071 $1,046,055 
Other income...... 331,714 288,037 156,230 
Total incomé.............. $1,652,500 $759,108 $1,202,285 
Rentals, interest, taxes, etc... 454,319 249,814 *125,966 
ED cnn cade gine ae a 305,028 403,880 255,085 
DEED Succ cccsceeceeccceecescoce ‘ 1,868,128 ————- + +j-| i$ eases 
Pipe line losses, etc............. 1,063,098 vinnie 
Adjustments, etc........... : newes 184,743 
BURNED ccccccscese . +» «+«(D)$2,088,073 (D)$1,890,700 *$821,234 
* Before taxes. 
IMMS PETROLEUM is gradually $453,000 for depletion. This would 


working its way back into a position 

of importance in the oil industry. 
The company has, in large measure, ab- 
sorbed the losses accruing from the col- 
lapse of the Homer fielé. Under cautious 
and evidently able management, its finan- 
cial position has been readjusted to con- 
form with its trade activities. 

The accompanying tabulations tell the 
story. Simms is seen to have been able to 
show a balance before taxes and depletion 
in the first six months of 1922. Since the 
same field developments which called for 
depletion charges of over $1,800,000 in 
each of the two previous years have not 
affected this year’s operations, it is fair to 
expect that a small balance will remain 
even after these two items of depletion 
and taxes have been entered. Further- 
more, the fact that the company’s income 
was some 25% larger in the first half of 
this year than in the full year 1921, is an 
encouraging indication of the full year’s 
results. 

The company’s production is at the rate 
of about 6,500 barrels of oil daily, largely 
from the Mexia, Haynesville, Homer and 
Bunger fields. In the first seven months 
of this year the company produced 1,434,- 
279 barrels and secured a gross revenue 
of $2,510,116. Profits for the period are 
set at $438,700, and this balance is ob- 
tained after deducting $707,000 for new 
drilling, $300,800 for depreciation, and 


amount to about 64 cents a share. 

Simms capitalization consists of 685,680 
shares of stock of par value $10. The 
only debt is $362,000 of equipment trust 
notes, representing 600 tank cars bought 





























BALANCE SHEETS 
(In Thousands) 
ASSETS 
1921 1922 
Dec. $1 June 30 
Prop. & equip... .... . .$14,956 $13,489 
Investments ....... 269 40. 
SG? sisseteees eee) eenee 106 
Securities .......... 1,005 855 
Notes & accounts. 205 376 
Inventories ......... . 2,280 2,287 
Deferred debits... .. . 1,154 198 
P. & L. net deficit 6,333 paaer 
ee . -$26,533 $17,714 
LIABILITIES 

Captesl atacks. ccc cece $24,920 $6,857 
Equipment notes...... 566 362 
Accounts payable. ... .. 279 248 
Accrued taxes, etc.... 93 77 
Depreciation, res., etc. . 676 5,405 
DEED ccoccscececece saene 4,764 
0 ee $17,714 








shortly after the company was organized. 

This conservative capitalization means 
that any large increase in earnings will 
have a corresponding influence on the 
balance for the stockholders. Therefore, 
as a speculative oil security, the issue bears 
watching. 
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South America—The Growing Giant 
of the Copper Industry 


Effects of South American Competition in the Copper Industry 
and Why United States Producers Are at a Great Disadvantage 





HE ability of South American cop- 

per companies to underbid and 

undersell their North American 
competitors has become the most inter- 
esting and vitally important factor in the 
copper situation today. On the one hand 
is relatively high labor costs in the United 
States, together with a severe scarcity of 
workers, high shipping rates, high prices 
for materials, machinery, etc.; on the 
other hand, the South American copper- 
mining companies are favored with much 
lower wages, an overabundance of labor, 
lower shipping costs, and somewhat lower 
costs for equipment. 

With the knowledge that present prices 
prevailing for copper do not allow a sat- 
isfactory margin of profit, with some ex- 
ceptions, the big American copper inter- 
ests have been trying to advance these 
prices for some time. This has been 
quite impossible, however, in view of 
the ability of the South American pro- 
ducers to supply all the copper the 
world needs at much lower prices than 
domestic producers can afford. To 
counteract this contingency, and with the 
end in mind of “choking” production of 
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these South American “intruders,” so as 
to put copper prices up to a more profit- 
able level, certain big mining interests in 
the United States have been gradually 
taking over the smaller companies in 
Chile and Peru. 


Prices Slightly Advanced 


The copper industry, as a whole, ex- 
perienced great prosperity during the 
World War and during earlier stages of 
the business. During the war, its pros- 
perity was accounted for by the exceed- 
ingly high prices obtained for the red 
metal, when it sold at a high price of 
around 32 cents per pound. In 1921, the 
price of copper reached a low point of 
1134, the lowest since 1894 (9 cents) with 
the exception of 1914, when the price 
reached a low of 11.74 cents per pound. 
The price of copper has slowly advanced, 
helped through the medium of the law 
of “supply and demand,” and 14 cents a 
pound is now being quoted for refined 
copper. 

Most of the world’s copper mines were 
forced to discontinue operations in the 
Spring of last year, and many of them 

are still in the preliminary 
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stages of resumption. The 
copper industry has been 
and is still suffering from 
an excessive production, 
which had been attained 
to supply the great de- 
mand during the war, and 
when that demand sudden- 
ly stopped, the copper 
companies were left with 
an overabundant supply 
above the ground. This 
supply was so great and 
the demand so small that 
the most important copper 
producers were forced to 
consolidate their stocks in 
an effort to wipe out this 
huge surplus. With the 
end in mind, the Copper 
Export Association was 
organized, working capital 
supplied by an issue of 8 
per cent gold notes, guar- 
anteed by the participating 
companies, to take over 
and market abroad 400 















million pounds of refined 











copper, at not less than 12% cents per 
pound. 

That the situation has improved some- 
what is evident from the fact that as of 
September 16, 1922, $21,355,000 of these 
notes have been retired. As the terms of 
the trust agreement under which these 
notes were issued specify that the copper 
so secured can be withdrawn on payment 
in cash or notes of 12% cents per pound, 
however, the higher prices now prevailing 
for copper would justify such withdrawal, 
and this does not necessarily mean that 
all the copper thus secured has been sold 


for actual consumption. 


Production Costs 


Aside from the market price of refined 
copper, the all-important factor in the 
progress of producers of copper is the 
cost of production. Due to the lower 
costs prevailing in the South American 
copper mines, the companies operating in 
the United States and Alaska have been 
subject to severe competition from this 
source, and, with the possible exception 
of the so-called “porphyry” companies, 
have not yet been able to overcome the 
effects in the way of showing income bal- 
ances for their common stocks. 

The South American copper producers,. 
which are mainly comprised of the Chile 
Copper Company, Cerro de Pasco, and the 
Braden Copper Mining Company, are not 
affected by high wage scales, being un- 
molested by labor unions as are the 
North American companies. There are 
no unions, no eight-hour-day laws, and, 
besides these advantages, there is a plenti- 
ful supply of cheap labor. These com- 
panies also ship their products to New 
York by water, thus establishing a very 
substantial saving in shipping rates as 
compared with railroad freight rates in 
this country. It is said that up to within 
a few months ago, the South American 
producers were supplying all the world’s 
needs of copper at from 11 to 12% cents 
a pound, while North American produc- 
ers could not find consumers to take their 
copper at prices prevailing here, which 
were slightly higher, but which repre- 
sented losses as compared with produc- 
tion costs, to the domestic producers. 

The Chile Copper Company has just 
reported a net profit of $2,229,795 for the 
third quarter of 1922, which, after allow- 
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ng for interest and amortization charges, 
lepreciation, etc., leaves a surplus for the 
riod of 21 cents a share on the com- 
pany’s outstanding common stock. This 
ompares with a net profit of $429,652 for 
he same period in 1921, which, after de- 
uction of the same items, left a deficit 
f $1,059,970. This indicates the results 
f the advantages the South American 
ympanies have over the domestic produc- 
rs in the way of production costs. The 
ympany’s cost of copper produced dur- 
g this quarter was 6.352 cents per pound, 
icluding selling and delivery expense. In 
1e second quarter of the current year, it 
yst the company 7.077 to produce its cop- 
r indicating a declining cost of produc- 
on for the South American companies. 
Chile’s current production is at the 
ighest rate in its history, about 150 mil- 
on pounds of copper a year. This is 
nly an estimate, but the company should 
xceed the 100 million-pound mark for 
922, by a wide margin. The best previous 
roduction the company showed was in 
120, when 111,120,224 pounds of copper 
ere produced. Chile’s ore reserves are 
stimated at 688,629,889 tons of an aver- 
ge assay value of 2.12%, the greatest in 
ie world under one ownership. In view 
‘ these low costs, the company’s produc- 
ve capacity and tremendous ore reserves, 
is not at all surprising why a big North 
\merican producer like Anaconda sees in 
1e acquisition of Chile Copper the means 
securing a strangle-hold on the world’s 
/pper production. 


Cerro de Pasco 

Cerro de Pasco, in Peru, is favored not 
lone in having cheap labor, but in that 
ts ore is of high silver content. Cerro 
e Pasco is known as probably the largest 
idividual producer of silver in the world. 
fesides its large production of copper, 
Cerro de Pasco, in 1921, produced over 

million ounces of silver, and for the 
ear 1922, this figure should be exceeded 
y a substantial margin. The prices ob- 
ined for its huge silver production, 
therefore, should more than counterbal- 
nce any possible losses sustained in the 
lining, refining, selling and shipping of 
s copper. Cerro does not make public 
s costs of production, but it is reliably 
timated that they are running at pres- 
it in the neighborhood of between 7 and 
cents per pound. The commencement 
f operations of the company’s new smel- 
r at Oroya is expected to increase its 
urrent rate of copper production from 
round 64 million pounds a year to 100 
iillion pounds. 

The Braden Copper Mining Company, 
9 per cent of whose stock is owned by 
ennecott, is producing copper at the rate 
f about 120 million pounds per year. 
Vhile its ore is of low grade, its cost 
| production is comparatively small, be- 
ig at present around 8 to 8% cents per 
uund, as against the prevailing price of 
+ cents a pound in the copper market. 
ike the other South American produc- 
s, Braden is favored with low mining, 
nelting and shipping costs, with an abun- 
int supply of cheap labor. Braden and 
hile own a substantial fleet of freight 
ssels which facilitate the delivery of 
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The Great Mining and Smelting Plant of the Braden Copper Co. in Chile 


their copper to the New York market at 
comparatively low shipping costs. The 
properties of Cerro de Pasco, on the other 
hand, are located well inland, but this is 
provided for by small railways owned and 
operated by the company. 

Thus, we see that with an ever-increas- 
ing production and a declining tendency in 
costs, the South american producers of 
copper are slowly but surely becoming a 
competitive menace to the North Ameri- 
can producers. 


Labor Difficulties in the United States 


The North American copper companies, 
on the other hand, are faced with condi- 
tions that offer little or no relief from 
this increasingly serious competition from 
the South. Some, of course, are not so 
seriously affected as others. Many con- 
cerns and corporations in various branches 
of industrial enterprise have, during 1922, 
been forced to voluntarily raise wages; 
others have refused, and these refusals 
have resulted in wholesale “striking.” 
The recently adopted immigration laws 
have put up restricting barriers against 
lower-priced labor coming from abroad. 
Common labor in all lines in this coun- 
try has been advanced in wages, during 
and following the war, and the step from 
common labor to skilled labor in many 
lines of business now involves higher 
wages, which sometimes amount to up- 
wards of $10 a day for some trades. 
Hence, copper miners, coal miners, com- 
mon laborers in steel mills, and so forth, 
are turning hungry eyes on the high rates 
of pay that prevail in businesses outside 
their own. Common labor has come to a 
point of severe scarcity. This condition, 
therefore, applies to the copper industry 
as well as all other lines, making for a ten- 
dency of increasing cost of copper pro- 
duction. 

Chief among the North American cop- 
per producers are the Anaconda Copper 
Mining Company, the Kennecott Copper 


Company, and Utah Copper Company AIl- 
though Utah Copper is controlled by Ken- 
necott, the respective merits of these com- 
panies in regard to operating conditions 
will be taken individually, for the sake 
of comparison with the South American 
producers. 

Recognized as the largest producer and 
refiner of copper in the world, the Ana- 
conda Copper Company, owing to its high 
production costs, has been forced to go 
into fabricating lines, such as the manu- 
facture of copper and brass wire, copper 
shingles, brass piping and tubing, nails, 
screws and other building material in 
which copper is extensively used. Ana 
conda never makes public its production 
costs, but it is figured that the company 
is now making copper at a cost of well 
above 15 cents per pound. With present 
prices for electrolytic copper averaging 
between 13% cents a pound, it can be 
readily seen that Anaconda is realizing 
substantial losses on its copper produc- 
tion. As shown above, however, the com- 
pany more than makes up this variance 
through the manufacture and sale of the 
various copper materials it produces, and 
through its participation in the profits of 
the big American Brass Company which 
it took over some months ago, and the 
International Lead Co., etc. 

Anaconda’s mines are located in Mon 
tana, and are strictly “vein” deposits, the 
ore running in veins well under the 
ground surface. This, of course, calls 
for the locating of the veins, the sinking 
of shafts, building tunnels, car-tracks, 
cars, and requires for material, men, ma- 
chinery and labor than do the so-called 
“porphyry” mines. Anaconda has had 
considerable difficulty with its labor, both 
in the matter of wages and the supply of 
unskilled labor at the mines. Miners at 
its various properties have gone on strike 
during the past year for higher wages, 
and the outlook is for an increase in the 
wages of this class of labor, rather than 

(Please turn to page 379) 
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What the Reserve Ratio Means 


Popular Fallacies Concerning the 


“Ratio” — 


Fundamental Factors That Should Be Considered 


ITHIN the 
W past year or 
two, a great 
deal has been said 
4’ about the Federal re- 
serve ratio as an “in- 
dex of business conditions.” Bankers have 
gradually fallen into the habit of talking 
a good deal about the ratio, borrowing 
this practice from economists and finan- 
cial writers, but all have apparently 
been inclined to use expressions that 
were hardly warranted by the facts in 
the case. The result has been to use in 
current discussions a largely inappro- 
priate and inadequate measure of busi- 
ness prosperity or banking soundness. 
A high level in the ratio is now fre- 
quently spoken of as if it were, in and 
of itself, a very excellent factor in the 
situation, while a low level is referred 
to as indicative of disaster, or at all 
events of unfavorable prospects. It 
would be a good thing if much of this 
kind of talk could be abandoned. 


What Is the Ratio? 


By the “ratio” is meant in the Fed- 
eral reserve system the percentage 
which the total stock of reserve money 
held by the banks of the system repre- 
sents when compared with the out- 
standing net demand liabilities of the 
system. If either deposits, or notes, or 
both, increase, or if reserve money 
(chiefly gold) falls off, the ratio goes 
down; if money increases or demand 
liabilities decline, the ratio increases. 
That is all there is to the movement of 
the ratio. Of course, it is true that, if a 
reserve bank is discounting paper very 
freely, it is increasing its deposit ac- 
count or enlarging its output of notes, 
and hence, perhaps, decreasing its re- 
serves. From this standpoint, a fall in 
reserve should be taken as indicative of 
prosperity because it shows a larger ex- 
tension of credit, while an inrease in re- 
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serves should be regarded as pointing 
to unsatisfactory conditions as showing 
a decline in credit granted. Neither in- 
ference would be warranted at all, be- 
cause of the fact that the growth of re- 
serve might be due to importations of 
gold or some similar factor which had 
no necessary bearing on the immediate 
financial situation in any way. Or it 
might be that a decline in reserve ratio 
was due to the fact that some gold had 
been exported. There are several sets 
of factors which may bring about an in- 
crease or decline of the reserve ratio 
without any direct reference to business 
at all. 


Equally fallacious is the use of the re- 
serve ratio to measure current lending 
power. Some are evidently fond of re- 
garding a high reserve ratio as indica- 
tive of a great unused reservoir of lend- 
ing power, while a low reserve ratio 
means that lending power is largely 
used up. There is little or nothing in 
either view of the case. As a matter of 
fact, there is no uniform or stable in- 
ference to be drawn from a given re- 
serve condition as regards such lending 
power. In our own system, the Federal 
Reserve Board has the power to sus- 
pend reserve requirements if it chooses. 
It may also go out of or into the open 
market at any time, thus greatly affect- 
ing its direct rediscounting power. It 
may be the recipient of steady accre- 
tions of gold which fill up its reserves as 
fast as loans reduce the ratio or vice 
versa. For all these reasons, the ratio 
indicates but little concerning the 
amount of unused lending power avail- 
able. The inferences that are based 
upon that view of the case have nothing 
whatever to sustain them. The ratio is 
not a good indication of internal bank- 
ing conditions any more than it is of 
business prosperity. 


The question is fairly asked why, if 
what has just been stated is true, the 


reserve ratio should be so carefully 
watched? That is partly a survival of 
former days. During the pre-war period 
it was possible to say that “other things 
being equal” a change in the reserve 
ratio, at the Bank of England for ex 
ample, indicated specified conditions. 
Particularly did a falling off in the ratic 
foreshadow a tightening of the rate of 
discount, advance in the latter being 
used to curtail credit and bring in cash. 

Nothing of the kind is true to-day, or 
could be true, so long as suspension of 
redemption continues. In the United 
States, the variations in the ratio since 
the beginning of the Federal reserve 
system have had hardly any bearing 
upon the discount rate policy. That has 
been regulated by entirely different con- 
ditions. Nevertheless, the ratio con- 
tinues to be closely watched because of 
the prevailing belief that when it does 
go sufficiently low, the downward ten- 
dency is likely to bring an advance in 
discount rates, while, if it goes suff- 
ciently high or remains high, this is be- 
lieved likely to bring about a reduction 
in discount rates or to keep them low. 
Nothing of the kind necessarily follows. 


Peculiarities of Reserve System 


Under the reserve system, it is pecu- 
liarly true that the reserve ratio is of no 
particular interest to the rank and file 
of the public. Our reserve system deals 
only with banks and with the Govern- 
ment, and so long as it does not come 
into direct contact with the public 
changes in its reserve ratio are not of 
very great interest to the public. For in- 
stance, if a member bank is charging 
its customers all the traffic will bear, say, 
8 to 10 per cent interest, it is not of very 
great significance to these customers 
that the member bank of the district has 
raised or lowered its discount rate. The 
customers are already paying all they 
can, or’ at least all that the bank thinks 
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hey can, and the terms on which 
hey get their loans are not likely 
» be changed in any degree by 
change in the reserve ratio. 
or this reason, if for no other, the 
hanges in the ratio at Federal reserve 
anks, while they are of significance from 
1e standpoint of the student of banking, 
nd as a matter of analyzing internal 
ank conditions, are not particularly in- 
‘resting from the public standpoint. 
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We can get at this situation con- 
retely by looking over the history of 
he reserve ratio since the Federal re- 
serve system was founded. The ratio 
was very high during the first years of 
the war, simply for the good reason that 
nobody was borrowing at reserve banks. 
They had the larger part of their de- 
posits in gold, and there was no reason 
why their ratio should not be close to 
100 per cent. That was actually the 
case. This may have been regarded as 
a prosperous period, but it certainly was 
not nearly as prosperous as the period 
after the end of the war when ratios 
went off very sharply. The weakest re- 
serve ratio was about simultaneous with 
the crest of the post war boom, and 
since then growth in ratio has occurred 
simultaneously with growth in business 
activity. There is no relationship be- 
tween the ratio figure and the general 
situation of the business world. 


A complicating factor in connection 
with this ratio question is seen in the 
circumstance that so many of the re- 
serve banks are in agricultural regions 
where there is an upward and downward 
movement of credit according as the 
seasons vary. That means that when 
crop moving demands are at their 
height, ratios will look very low. This 
movement, however, may coincide with 
a period of great restriction of prosper- 
ity. On the other hand, there may be a 
great shortage in the agricultural 
regions, with comparative lack of de- 
mand for crop moving accommodations, 
and high ratios which in this case may 
indicate a great lack of prosperity. The 
following collection of ratio charts rep- 
resenting conditions at the several re- 
serve banks shows how widely ratios 
may vary from one another practically 
at the same time in different parts of the 
country. They illustrate the care that 
must be taken in drawing any inferences 
whatever from ratio charts. 


As the accompanying charts are all 
made as of the same date it would take 
a great deal of imagination to suppose 
that they revealed anything as to the 
“trend” of business in the several dis- 
tricts to which they related. There were 
no such differences or fluctuations of 
business between the different parts of 
the country as would thus be indicated, 
but on the contrary, the country as a 
whole was subject to the same general 
business conditions in every part save 
insofar as local seasonal fluctuations pro- 
duced local changes in demand for credit. 

What the ratio line indicates is merely 
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the local variation in the supply of credit 
granted as measured by specie on hand. 
It may be affected by anything that affects 
either side of equation. Or, what 
is the same thing, both sides of the 
equation may be influenced by fac- 
tors of equal intensity, so that, al- 
though great changes have taken place 
in business and in the amount of credit 
required by business, the “ratio” does not 
reflect them. On the whole the ratio 


could be regarded as a “useful bus- 
iness index” only when it could be 
established that “other things are 
equal.” This is a situation which 
in these times particularly seldom or 
never occurs. 

It would be a great addition to the 
sanity of current discussion of business 
and banking if a good deal less could be 
said about the ratio and more abc at the 
business factors which are acting upon 
the demand for credit as well as about 
the banking policies which are influenc- 
ing the supply of credit actually avail- 
able. 
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RESERVE RATIO OF FEDERAL RESERVE BANKS 


1920 - 1921 
( END OF MONTH FIGURES ) 
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Rural Credit Now a Dominant Issue 


Rush of Bills Since Opening of Con- 
gress—Lenroot Bill Receives Criticism 


Washington, D. C., Dec. 14. 
VER since the opening of Congress 
for the regular session, it has been 
increasingly plain that there was a 
disposition to center the discussion of 
banking for this winter primarily upon 
the question of rural credits. Associated 
with this, are a few changes of relatively 
unimportant character which are likely to 
be made in the Federal Reserve Act but 
they do not bid fair to involve very ex- 
tensive alterations, except insofar as such 
alterations may be necessitated by the 
changes in rural credit which may be en- 
acted. 
Rush of Bills 
There has been an extensive rush of 
bills on the subject of rural credits ever 
since the opening of the session, and there 
are now some four or five measures 
prominently before Congress. That which 
naturally commands by far the most at- 
tention is the so-called Lenroot bill, which 
is reported to be satisfactory both to the 
Administration and to the farm bloc. 
This bill has been introduced by Senator 
Lenroot of Wisconsin, a moderate mem- 
ber of the farm bloc who still retains 
fairly good relations with the conserva- 
tive Republicans. In competition with -the 
Lenroot bill, are various more radical 
measures, and one or two of a more con- 
servative sort. There is a singular lack 
of originality in all these bills, and even 
the Lenroot bill follows very closely 
along the lines of the so-called Anderson 
bill of about a year ago. In fact, the Len- 
root measure is practically the Anderson 
bill somewhat modified, and is frequently 
referred to as the Lenroot-Anderson bill. 
It is thus practically the same plan that 
succeeded in getting the support of the 
Federal Advisory Council a year ago, and 
was then pigeonholed because of differ- 
ences of opinion regarding details. 


Terms of Lenroot Measure 


Like most of the bills on this subject, 
the Lenroot measure undertakes to meet 
the needs of the farmer by enlarging the 
scope of the Federal land banks. These 
are now to be capitalized at $5,000,000 
each or $60,000,000 in all, the Govern- 
ment subscribing the funds that are nec- 
essary to furnish the initial capital. Then 
these banks are to be allowed to open 
farm credit departments whose function 
it will be to lend to farmers the funds 
that they need for current production for 
periods (in the case of livestock) of 
about two years’ duration. The paper 
which is thus discounted for farmers is 
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to be rediscountable at Federal reserve 
banks when its maturity does not exceed 
nine months. It is left to the Federal Re- 
serve Board to determine exactly what 
proportion of the assets of a Federal re- 
serve bank may be used in discounting 
this kind of paper. When such percen- 
tage has been determined, the amount dis- 
counted is not to be exceeded. The farm 
loan banks are to charge a rate of inter- 
est which does not exceed by more than 
1% the rate wliich has been established 
on the last issue of debentures and they 
are limited in various ways in the mat- 
ter of profits. 


Criticism of Bill 

The criticism of this bill which is be- 
ing offered by many bankers is that it 
provides for using the money contributed 
by commercial institutions in the making 
of loans to country borrowers who have 
no title to it, at artificially low rates of 
interest. They contend that this is a use 
of their reserve funds that they had not 
expected, and which was never intended 
when the reserve system was formed. 
They argue that the effect of this plan 
would be to draw off funds that are 
needed by the reserve banks, and to leave 
the weaker units in the reserve system 
badly embarrassed or “tied up” by reason 
of the long-term paper which they will 
be carrying. They point out that the re- 
serve banks in the West and South have 
had to rediscount heavily with the East- 
ern banks in years past, and probably 
will have to do so again, and that the 
effect of the new plan will be to increase 
the extent of this dependence, so that the 
banks would become a heavy drain upon 
Eastern reserve institutions since it is an 
obvious fact that, even as things stand, 
they are not ablé to maintain themselves 
without leaning upon the stronger reserve 
banks in other parts of the country. Let- 
ters of this kind have been sent by in- 
fluential banks to Government authorities 
but thus far have had apparently little 
effect. 

Political. Situation 


With the President and the farm bloc 
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SBUSINESS INDICATORS 
PRODUCTION 
(Estimated Normal Production—100 Per 
Cent) —1922 

Commodity May Oct. 
Anthracite coal 4 
**Bituminous coal.......... 41 

73 

Steel ingots 81 
Copper, U. S. mine 70 
Tin deliveries 92 
*Zinc 51 
Crude petroleum ill 
Portland cement 
Wheat flour 
Meat slaughtered 
Sugar meltings U. S. Ports.. 
Cotton consumption 
Wood pulp... 
Tobacco consumption... 
Paper (total).... 
Gasoline 
*Wool consumption. .. 


tisi 


* Seasonal variation not allowed for. 

** Revised. 

¢ Preliminary. 

¢ Estimated. 

§ From latest figures furnished by Fed- 
eral Reserve Bank of New York. 




















both calling loudly for farm-credit legis- 
lation, and with a general agreement on 
the terms of this legislation along lines 
already mapped out by the Agricultural 
Commission of Inquiry, the situation is 
such as to stimulate a belief that some 
kind of action may be taken this winter. 
The short session is never a favorable pe- 
riod in which to attempt far-reaching 
measures, but the fact that the War 
Finance Corporation is expected soon to 
go out of business seems to afford a rea- 
son for pressing some measure of this 
kind just at the present moment. Inci- 
dentally, it is worth noting that the re- 
ported high profits of joint stock land 
banks have led to jealousy which is now 
culminating in demand for the limitation 
of their profit to 6%. The whole situa- 
tion has a very direct interest to inves- 
tors, because it will inevitably bring about 
alterations in the status of the large vol- 
ume of land bank and joint stock land- 
bank bonds which are now on the market 
and are in the hands of private investors 
who have bought them with a view to 
retaining them for the sake of the income 
they yield. 





Bank Rulings and Decisions 
Important Decision in the Atlanta Collection Case—New 
View of Foreign Debt Situation. Given by Treasury 


par-collection controversy has been 


A NOTHER important opinion in the 
handed down by the Circuit Court 


of Appeals for the fifth circuit. Hon- 
orable R. W. Walker, the Judge in the 
(Please turn to page 374) 
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~ Business Demand Absorbing 


Loan Funds 


Expansion of Bank Liabilities Shifts Demand to Re- 
serve Banks—Foreign Situation Continues Uncertain 


S the year 1922 comes to its close 

A business demand is plainly more and 

more absorbing the available supply 

loan funds which were to be had in 

ie market. A survey of the existing sit- 

ition shows that since the end of 1921 

there has been an expansion of demand 

posits at all banks which probably runs 

about 2 billion dollars. This in itself is 

‘t a great sum when compared with the 

gregate amount of oustanding deposits 

vhich today are probably in the neighbor- 

od of about 40 billions. It is enough, 

wever, to pretty well absorb the “slack” 

the credit system and to necessitate a 
resort to reserve banks. 


How Business Is Being Taken Care of 


How business is being taken care of to- 
1y can be seen from the fact that reserve 
inks now show about 972 millions of 
ymmercial bills held. This represents a 
actical doubling of the amount of bus- 
iness paper of this kind held at mid- 
summer. It means that the member banks 
e steadily resorting to reserve institu- 
ms for the purpose of rediscounting the 
paper of the business man. Consequent- 
from this time forward the condition 
reserve banks will be of increasing sig- 
ficance to him, because it will measure 
» extent to which he can expect to be 
commodated in the event of necessity. 
orking against him is of course the ef- 


fort of the authorities to drive gold out 
of the reserve banks. This they are do- 
ing by paying it out into circulation as 
fast as possible thereby cutting the re- 
serve ratio. Thus far the amount of 
actual gold paid out is small, being hard- 
ly more than 50 millions net, but this pol- 
icy has had the effect of preventing the 
that would other- 


accumulation of gold 


wise have occurred 
Cost of Money 


There has been little change during the 
past month in the actual cost of money to 
the business man but it may be expected 
that such cost will become higher if re- 
serve bank are raised. In other 
words the time has come when the rates 
at reserve banks are likely to have a very 
direct meaning to the business man, a sit- 
which kas not held true for some 

But with an increasing amount 
presenting itself for rediscount, 
to see why a change in rates 
at reserve banks would tend to affect 
member bank and through them 
rates to the public. Thus far there has 
been no movement to increase rates at re- 
banks and whether there will be or 
not is still to be But there is the 
evident possibility there. 


rates 


uation 
time past 
of paper 
it Is Casy 


rates 


serve 


seen. 


Activity of Business Funds 


The activity of funds actually on de- 
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posit at banks has in many quarters 
shown a relative tendency to recession of 
late. This is in a measure but 
it is also true that such recession is in 
some degree the result of tendencies to a 
active volume of business the out 
come of conditions which have been 
sketched elsewhere in this issue in con- 
nection with the analysis of business con- 
ditions. The general rate at which bank 
funds are being used, continues on the 
whole higher than a year ago in the cities. 
A tendency downward is seen in some 
places where speculative activity has 
fallen off, but the indications now appear 
to be in favor of a dip in other parts of 
the country, which may be more pro- 
nounced after the holiday trade is over. 
Another factor which tends to prevent the 
turnover from being as large in some 
quarters is found in the fact that there 
is a larger volume of credit in existence 
so that a lower degree of activity per unit 
is sufficient to do a given volume of the 
business of the country. What is repre- 
sented in the diagram, however, is the 
total amount of debits to individual ac- 
counts which is computed without regard 
to the actual outstanding volume of such 
accounts. Conditions in New York are 
sketched by the Reserve Bank of that 
place as follows: 

“The rate of turnover of bank deposits 
in New York City during the month of 
October showed a marked increase over 
the figures for September of this year, 


(Please turn to page 378) 
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Industrial Securities 


SOME MIDDLE GRADE BONDS THAT APPEAR ATTRACTIVE AT 
PRESENT PRICES 


Suggestions for the Business Man Who Desires a Liberal Return on His 
Investments 
I would like to get your ideas as to the investment of several thousand dollars in bonds at 


this time. 


As I have a good income from my business I feel that I am justified in breaking 


away from the gilt edge securities that give a small return and select bonds with a more liberal 


ld that can be termed a good business man’s risk. 


Are there any attractive investment op- 


portunities in this class of security at the present time?—S. T. Philadelphia, Pa. 


It is our opinion that there are some attractive investment opportunities available at 
this time in middle-grade bonds that give a substantial return on the investment and 
which appear to be sufficiently well secured to be classed as a good business man’s 
investment. In purchasing bonds of this character it is a good policy to distribute your 
holdings over several issues rather than to concentrate on any one. We regard the fol- 


lowing issues with favor: 


Sinclair Consolidated 1st lien and Collateral 7s..... 
South Porto Rico Sugar Ist mortgage 7s........... 
International Mercantile Marine Ist & Coll. 6s..... 
Chile Copper Collateral Trust 6s...... 
St. Louis Southwestern Consolidated 4s 
Goodyear Tire Ist mortgage 8s....... 


Maturity Price Yield 

1937 100 7.0% 
1941 97 7.2 
1941 89 7.0 
siiceaiied inuhes ad 932 95 6.6 
a ala 1932 77 7.2 
1941 114 6.6 


The average yield of the above six issues is 6.93%. 


CONSOLIDATION COAL 
A Strong Company 


I will appreciate your report on Consoli- 
dation Coal Co. What is its present capacity, 
coal reserves and financial condition? Do you 
consider the stock cheap at present price of 
98?—S. G., Baltimore, Md. 


Consolidation Coal Co. owns 82 mod- 
ernly equipped mines with a developed 
capacity of 15 million tons per annum. 
Coal lands are located in the Georges 
Creek Field, Maryland; the Fairmont 
Field, W. Va.; the Somerset Field, Pa., 
and the Elkhorn and Millers Creek Fields 
in eastern Kentucky. In February, 1922, 
it was stated that the estimated reserves 
of unmined coal were over 2 billion tons. 
Financial condition is very strong. Cur- 
rent assets as of December 31, 1921, 
totaled about 20 millions, as against 5 
million current liabilities, a ratio of 4 to 1. 
Earnings for the ten years ended Decem- 
ber 31, 1921, averaged $11.57 per share 
on the stock after making liberal allow- 
ance for depreciation and depletion. Pres- 
ent dividend rate of 6% appears to be 
very well secured and there would appear 
to be good possibilities of still larger pay- 
ments. The stock can be regarded as a 
good business man’s holding and if held 
for the long pull appears to have a very 
good chance of ultimately going to higher 
levels. However, under present unfavor- 
able market conditions the opportunity will 
probably be presented later on to pur- 
chase the stock at lower levels than now 
prevail. 
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CHINO COPPER ‘ 
Only Small Profits in Sight 


I have been holding 650 shares of Chino 
Copper for a long time and getting no return 
on my investment. Do you consider the out- 
look sufficiently promising to hold the stock? 
Are dividends to be anticipated soon?—wW. T., 
Rockville, Md. 


Chino Copper in 1921 reported a deficit 
of $1,314,205, the mine having been shut 
down a large portion of the year. In 1916 
and 1917 when the price of copper was 
very high it is true that earnings of this 
company ran well over $10 a share. Under 
normal conditions, however, earnings have 
averaged between two and three dollars 
a share. For the six months ended Sep- 
tember 30, 1922, the company reported a 
deficit of $173,454. In the quarter ended 
September 30, 1922, cost of producing 
copper was 14.36 cents a pound. By in- 
creasing production the company will un- 
doubtedly be able to get its costs down 
lower, but it is not a very low cost pro- 
ducer such as Kennecott, Motherlode, Chile 
or Utah. We are not optimistic in regard 
to the outlook for the copper industry as 
European demand is likely to be subnormal 
for some time to come, and the South 
American companies are now producing a 
large quantity of copper at a low cost 
which two factors will tend to keep the 
price of the metal down and allow such 
companies as Chino very slim profits. 
There are possibilities for a dividend next 
year, but it will probably be a very small 
one and we believe that your best course 
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is to sell the stock out and wait for : 
better investment opportunity. 





INDIAHOMA REFINING 
Stock Not Recommended 


Having been told that Indiahoma Refining Cc 
was making big profits I purchased 200 share 
of the old stock, which gives me 40 share 
of the new stock of $25 par value, As ! 
purchased my stock at 4% I have a loss at 
present price of 16 for the new stock. Woul 
you advise holding for a better price or sellin, 
out and taking my loss? How are earnings’ 
—K. W., Scranton, Pa. 


Indiahoma Refining for the year ended 
December 31, 1921, reported a deficit o 
$1,104,027 before dividends and a deficit 
of $1,404,027 after dividends. This los 
placed the company in very poor financial! 
condition and it was found necessary to 
issue $2,557,000 bonds this year. In spite 
of the additional funds raised by thes: 
means the balance sheet as of Septembe 
30, 1922, showed bank loans of $447,000. 
For the first nine months of 1922 the 
company reported net income of $882,582, 
but this was before deducting anything 
for depreciation and depletion. Moreover 
the report covers a period in which condi- 
tions were more favorable for profitable 
operation than exists at the present time. 
It is our opinion that the outlook for 
small refining companies that are weak 
financially is not favorable and we sug- 
gest that you accept your loss and dis- 
pose of the stock. 


OTIS ELEVATOR 
Stable Earnings 


Having a very substantial profit on son 
Otis Elevator stock that I have held for sev- 
eral years I thought I would ask your advice 
as to continuing to hold the stock. Do you 
consider earnings sufficiently large to justify 
higher prices?—-H. M. L., Boston, Mass. 

Otis Elevator stock would appear to be 
selling at a relatively high price on the 
basis of the earning power it has shown 
up to the present time. For the year 
ended December 31, 1921, $12.02 per share 
was earned on the common stock, and fo 
the nine months ended September 30, 1922, 
$10.52 per share was earned. This com 
pany has shown a very stable earnin 
power over a long period of years and is 
not greatly affected in periods of depres- 
sion. It is in very strong financial condi 
tion and is regarded as having a highly 
efficient management. For these reasons 
the stock is favored by investors. W: 
feel that the company has a prosperous 
future ahead of it, but at present price of 
150 it would seem that the stock has very 
fully discounted the favorable factors in 
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e situation, and we do not believe 
at you would make any mistake 

taking your profits at this 
ne. 
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GENERAL MOTORS 
Financial Condition Improved 


Please give me a brief summary in regard 
the present condition of General Motors. I 
irticularly want to know its financial condi- 
on. Also let me know whether you regard 


the stock as a desirable holding at this time. 
—L. T. R., Fergus Falis, Minn, 


General Motors Corporation made a 


very satisfactory showing in 1922. For 
the first six months of-the year net in- 
come after deducting taxes and preferred 
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dividends was equal to $1.30 per share on 
the 20,550,590 shares of common stock 
outstanding. Net earnings for the full 
year are estimated at about $2.50 per 
share on the common stock after allow- 
ing for depreciation. After paying the 50 
cent dividend recently declared the com- 
pany will carry to surplus in excess of 
forty millions. Financial position is now 
throughly satisfactory. Bank indebtedness 
has been entirely discharged, liabilities 
haye been reduced by upwards of 45 mil- 
(Please turn to page 356) 





Public Utility Securities 


\MERICAN LIGHT & TRACTION 


Earned $11 a Share 


I have been a holder of American Light € 


Jraction stock for some time, having orig- 


ally paid a high price for the stock, but by 


acquiring more at the lower levels prevailing 


market quotations of 140. 


1921 my average price is about current 
Do you think I 


sould continue to hold the stock for invest- 


ent? 
ie, Pa, 


What are the earnings?—O. T. P., 


American Light & Traction issued a re- 


port for the twelve months ended Septem- 


*r 30, 1922, which shows earnings equal 


to $11.31 a share on the common stock. 
This compares with $9.53 earned in the 
iscal year ended December 31, 1921, and 
$8.35 in 1920. The showing for the twelve 
months ended September 30th is very 
good for the reason that the company was 


andicapped during the coal strike. Dur- 


ing the twelve months the company in- 


eased its outstanding common stock by 


$1,149,312 through distribution of stock 


ividends. Dividends are now being paid 
t the rate of 1% quarterly in cash and 
® quarterly in stock. The book value 

the stock is $133.45 per share. While 
rnings have shown an improvement, $11 


a share does not look very high for a stock 
selling around 140. While it is true that 
the return on the investment is satisfac- 


ry, taking the stock dividends into con- 


sideration, it should be realized that these 
stock dividends are constantly increasing 
tie outstanding amount of stock, and in 


view of this, the company cannot be ex- 


cted to show as large earnings as it did 
years past when the outstanding stock 

as much smaller. li you hold the stock, 
© believe it advisable for you to sell out 
present levels. 


LACLEDE GAS LIGHT 
7% Dividend Insecure 


In your opinion is the present 7% dividend 
te on Laclede Gas Light reasonably secure? 


~-D. J. P., Kirksville, Mo. 


Laclede Gas Light Co. was permitted 
' increase gas rates in April, 1921, and 
lis, together with economies in opera- 
on, enabled the company to make a bet- 


ter showing in earnings. The latest re- 


port of earnings covers the 12 months 
‘or DECEMBER 23, 1922 


ended July 31, 1922, and shows $2.47 per 
share earned on the common stock. Since 
January 1, 1922, however, it is understood 
that earnings have been at a rate to cover 
present dividend of 7%. There is consid- 
erable question, however, whether the 
company will be permitted to maintain 
present rates. In November, 1922, the 
company filed a petition with the Mis- 
souri Public Service Commission asking 
for a continuance of the present rates un- 
til the reproduction valuation of the com- 
pany’s property had been finally deter- 
mined. Company also filed objections 
against the tentative valuation of 30 mil- 
lions as fixed by the Commission on the 
ground that it was too low. For the past 
ten years earnings have only averaged 
5.79% on the common stock. It can be 
seen, therefore, that the present 7% divi- 
dend rate is not precisely secure and we 
do not regard the stock with favor at 
present prices of around 90. 


PUBLIC SERVICE OF N. J. 


Common Stock Speculative 


Now that Public Service Corporation of 
New Jersey stock is paying 8% it looks to me 
like a very attractive investment at present 
price of about 95. What is your opinion?— 
H. J. U., Jersey City, N. J. 

Public Service of New Jersey common 
stock should be regarded more in the na- 
tur of a speculation than an investment. 
The stock at present prices is thirty points 
above its low price of 1922 and forty 
points above its low of 1921. Within a 
year’s time the dividend has been in- 
creased from 4% to 8% per annum. 
While it is true that earnings have been 
very favorable this year and will show 


the present dividend rate more 

than earned, there is considerable 

uncertainty as to whether earn- 

ings will continue on such a fav- 
orable basis. In November, 1922, direc- 
tors voluntarily reduced rates on electric 
light and retail power which will effect 
a saving to consumers of 1.6 millions 
annually. It is our opinion that political 
pressure will be exerted to force still 
lower rates. At the present time the 
company is charging an 8-cent fare and 
1 cent for transfers. With a strong popu- 
lar demand for a 5-cent fare it is ques- 
tionable, in our opinion, whether the com- 
pany will be able to maintain the present 
rate indefinitely. In only one year has 
an 8% dividend been paid: that was in 
1917. In 1918, 6% was paid, in 1919, 
41%4% and in 1920 and 1921, 4%. Under 
present circumstances we do not regard 
the present 8% rate as secure and do not 
favor the purchase of the stock at these 
levels. 


PHILADELPHIA RAPID TRAN- 
SIT 
Dividend Seems Secure 


I have noticed your advices to sell out 
stocks. All I am holding in stocks at the 
present time is fifty shares of Philadelphia 
Rapid Transit which I have held for invest- 
ment for a long time. I am not particularly 
interested in the price movement of the stock, 
being interested in the return on the invest~- 
ment and will hold it if you consider the divi- 
dend reasonably secure.—J. G. K., Buffalo, 
N. Y. 

Philadelphia Rapid Transit will earn 
its dividend this year with a: very com- 
fortable margin to spare. The company 
has made rapid strides forward, especial- 
ly in its electrical department and we feel 
that an optimistic view of the future is 
justified. The present dividend rate is 
well secured and we believe the stock may 


be held for income purposes. 


PEOPLE’S GAS 
Advise Profit-Taking 


On your recommendation of several months 
ago I switched 100 shares of United States 
Rubber common into 75 shares of People’s 
Gas. Your advice was very good as People’s 
Gas stock had a big advance and United States 
Rubber common declined. What I want to 
know now is whether or not you consider # 
advisable to take profits in People’s Gas stock 
at current prices.—F. B. A., Jamestown, N. ¥. 

People’s Gas, Light & Coke is only pay- 
ing dividends at the rate of 6% per an- 
num, and in view of the advance the stock 
has had from a low this year of about 
60 to present levels of 94 we feel that 
stock is now high enough and that it is 
advisable to sell out. People’s Gas in 1921 


reported earnings equal to $11.65 a share 
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on the stock. In February, 1922, 
President Insull informed  stock- 
holders at the annual meeting that 
rearrangement of rates by the 
Illinois Commerce Commission would cut 
income of the company at the rate of 
about 3.5 millions a year. The present 
6% rate is reasonably safe but a larger 
dividend is not likely. 
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BROOKLYN RAPID TRANSIT 
Advise Holding 7% Notes 


Noticing your favorable comments in the 
Inquiry Department in regard to Brooklyn 
Rapid Transit 7% notes I purchased a few 
of these at 84. In view of the advance they 
have had would you advise continuing to hold 
them or accepting profits at present price of 
90?—A,. M., New York City. 


Brooklyn Rapid Transit for the year 
ended June 30, 1922, reported a surplus 
after charges, including interest on fund- 
ed debt that was not paid, of $3,087,419, 
and for the four months ended October 
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and capital stock, except $1,564,000 
bonds, of six public utilities oper- 
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31, 1922, a surplus after charges of $1,- 
032,114. It can be seen, therefore, that 
the company is rapidly regaining its old 
earning power and as traffic, especially on 
its new subways, is constantly increasing, 
it is reasonable to suppose that earnings 
will continue on a favorable basis. There 
have been several meetings of the com- 
mittees representing the holders of the 
different B. R. T. securities but no reor- 
ganization plan has as yet been definite- 
ly formulated. It is not thought that the 
company will be taken out of receiver- 
ship for another six months at least. If 
you have patience, however, we feel that 
still better prices will be seen for the 7% 
notes in view of the good’ earnings now 
being reported. There is about 30% back 
interest due on these notes. 





New Security Offerings 


BERGEN COUNTY, N. J. 
High-Grade Municipal 

Are the Bergen County, N. J., Road, Bridge 
é& Hospital bonds recently offered a good tar 
exempt security?—S. B. T., White Plains, 
w. F 

Bergen County, N. J., Road, Bridge & 
Hospital 414s are exempt from all Fed- 
eral income taxes and legal investment for 
savings banks and trust funds in New 
York and New Jersey. Assessed valua- 
tion, taxible property December, 1922, was 
$236,751,110 and net bonded debt $5,084,240 
less than 2%4% of the assessed valuation. 
The present issue of $808,000 matures 
$42,000 each year 1923 to 1940 and $52,000 
1941. They are offered at prices to yield 
4.25%. This is a very high grade security. 


DOMINION IRON & STEEL 5s 
Yield 6.46% 


Please let me have your opinion of the Do- 


minion Iron & Steel Co, Ltd. Consolidated 
mortgage 5% bonds recently offered.—H. L. I., 
Springfield, Mass. 


Dominion Iron & Steel Co., Ltd., $4,- 
645,000 Consolidated Mortgage 5s due 
1939, are secured by a direct first mortgage 
on the entire property of the company 
subject to the closed issue of $5,741,000 
first mortgage bonds, for refunding which 
an‘ equal amount of Consolidated mort- 
gage bonds has been reserved. Net tan- 
gible assets, after reserves for deprecia- 
tion and depletion and including only a 
nominal sum for the large ore holdings, 
equal $3,340 for each $1,000 bond out- 
standing. These bonds are guaranteed 
principal and interest by the Dominion 
Steel Corporation, Ltd., principal and in- 
terest payable in United States gold. The 
Dominion Iron & Steel Co. owns the larg- 
est iron and steel works in Canada, located 
at Sydney, N.S. For the past ten years and 
nine months, ‘the yearly average of net 
earnings, after depreciation and depletion 
was 3% times the present interest require- 
ments of all mortgage bonds. For the 
same period the yearly average of con- 
solidated net earnings of the guarantor 
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company and its subsidiaries was over 
414 times interest on all mortgage bonds. 
The company owns sufficient quantity of 
iron ore to supply its works for over a 
hundred years. These bonds are apparent- 
ly well secured and at the offered price 
of 85 to yield 6.45% we regard them as 
an attractive investment. 


ST LUCIE COUNTY, FLORIDA 


North St. Lucie River Drainage Dis- 
trict 6s 

Your opinion of the North St. Lucie River 
Drainage District 6% bonds will be appre- 
ciated. I am intcrested in tax exempt securi- 
ties and as such this issue gives a very good 
yield.—C. D. E., Columbus, O. 

North St. Lucie River Drainage Dis- 
trict, St. Lucie County, Florida, $500,000 
bonds, due 1927-1945, are exempt from 
Federal income taxes and Florida State 
taxes. Financial statement of the district 
is as follows: Estimated valuation of real 
estate $9,500,000; total amount of taxes 
levied $3,964,880; assessed benefits $6,- 
334,164; total debt, including this issue, 
$1,700,000. There are 75,248 acres in the 
district. Estimated population 2,000. Prin- 
cipal and interest on these bonds are pay- 
able from a direct general, continuing tax 
irrevocably levied upon all the real prop- 
erty in the District. At offered price of 
100 to yield 6% we regard this issue as 
attractive for business man’s investment. 


CENTRAL INDIANA POWER 6s 
Well-Protected Issue 


Having followed your advice in October to 
sell out stocks I have considerable cash on 
hand, part of which I wish to place in good 
bonds. Among others I am considering Cen- 
tral Indiana Power Co. 6% bonds, but before 
investing in this would like to have your 
opinion.—De Kalb, Il. 

Central Indiana Power Co. $4,248,000 
lst mortgage Collateral and Refunding 6s, 
Series A, due 1947, are secured by pledge 
of subsidiary. companies’ bonds to an 
amount in excess of outstanding bonds of 
this issue. The Central Indiana Power 
Co. will own all the outstanding bonds 


ating in the State of Indiana. For 
the year ended September 30, 1922, 
consolidated net earnings of. these com- 
panies were $1,740,518, as compared with 
annual interest requirements of $787,730 on 
all outstanding bonds of this issue and 
divisional bonds not pledged. No additional 
mortgage bonds may be issued by the sub- 
sidiary companies unless deposited under 
this mortgage. At the offered price of 95 
these bonds yield 6.4%. In view of the 
fact that only $1,564,000 of subsidiary com- 
pany bonds will be outstanding which are 
a prior lien on the properties, this issue, 
in our opinion, is very well protected and 
we regard the bonds favorably for invest- 
ment purposes. 


GENERAL AMERICAN TANK 


CAR 
% Preferred Attractive 

I note that General American Tank Car T% 
preferred stock is being offered at 102% to 
yield 6.81%. Is this a good investment in 
your opinion.—G. F., Honesdale, Pa. 

General American Tank 7% cumulative 
preferred stock is preferred both as to 
dividends and assets. It is redeemable at 
110 and accrued dividends. The present 
offering of $1,000,000 is part of a total 
issue of $8,371,700. The balance sheet of 
the company as of December 31, 1921, 
after giving effect to recent financing, 
shows net current assets equivalent to 
$126 per share on the preferred stock and 
net tangible assets equivalent to $225 a 
share on the preferred. Patents and good- 
will are carried on the books at $1. Net 
earnings for the four years ended De- 
cember 31, 1921, after deducting all 
charges, except Federal taxes, averaged 
4.4 times dividend requirements on pre- 
ferred, including this issue, and after Fed- 
eral taxes 3.1 times. We regard the stock 
as a good investment. 


CAMPBELL SOUP PREFERRED 
A High-Grade Issue 


Do you regard Campbell Soup 7% preferred 
stock a good investment ?—C. A. G., New York 
City. 

Campbell Soup Co. $5,000,000 7% cu- 
mulative stock is preferred as to dividends 
and assets. It is redeemable at 110. Net 
profits, after deducting all charges, in- 
cluding income and profit taxes, have 
been as follows: 


1918 

1919 

1920 

1921 

1922 

As the company has no funded debt and 
dividend requirements on the preferred 
only amount to $350,000 per annum, it can 
be seen that this issue is very well pro- 
tected from an earnings standpoint. The 
company’s business was established in 
1869. Its products are the well-known 
“Campbell’s Soups” and “Franco-Ameri- 
can Soups.” This is a high-grade pre- 
ferred issue and at the offered price of 
104 makes an attractive investment. 
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Income Tax Department 


Conducted By J. S. SEIDMAN, C. P. A. 


j AXATION, and more specifically 
income taxation, is undoubtedly 
one of the more important prob- 

ms before the business man to-day. 
There was a time when the amount 

taxes paid by an individual or an 
rganization was so trivial that it was 
oked upon almost in the nature of a 
haritable contribution. To-day, how- 

ver, the payments are regarded as a 

stribution of profits to a dormant 
artner, whose position is perhaps 
1ore formidable than those actively 
igaged in earning the profits. 
In 1913, when the amendment to the 
onstitution was passed permitting 
deral income taxes to be levied, the 
x rate on corporations was one per cent. 
1918 that rate went as high as eighty 
r cent. In 1913 individuals were taxed 
very moderate rates. In 


the basis of profits of peace times. 
On top of that, severe additional 
assessments came swooping down upon 
the taxpayer on account of returns 
filed for previous years—a factor which 
undoubtedly precipitated a spirit of un- 
rest. It appears that most taxpayers 
believed that the filing of a tax return 
definitely disposed of their tax liability. 
This belief was probably prompted by 
the fact that years passed without 
hearing a word from the Federal au- 
thorities about the returns filed. 


Organizing the Department 


Of course, it is now realized that 
during that period the Department was 
effectively organizing to cope with the 
tremendous task before it. . That it 
succeeded is best evidenced by the 


thousands of communications daily di- 
rected to taxpayers, the questions they 
are asked, the examinations that are 
being made of their books and the ad- 
ditional taxes they are being called 
upon to pay. To be sure, it is not a 
one-sided affair where the Government 
takes all and gives nothing. The Re- 
lief Provisions of the 1917 and 1918 
Revenue Acts are constantly being ap- 
plied to taxpayers that have paid dis- 
proportionate taxes. Claims for amor- 
tization of war facilities are being 
passed upon. Items such as officers’ 
salaries, depreciation and obsolescence 
of fixed assets, invested capital, and 
many other important factors entering 
into the complicated income and profits 
tax returns of past years are being ad- 
justed with the taxpayers. Where the 

benefit of these provisions 





18 individuals whose incomes 
arranted it, were called upon 
) pay as much as sixty-five 
r cent of their taxable earn- 
igs to the Government. 

Of course, the direct cause 
or this tremendous increase 
n the tax rates can be traced 
» the World War and the 
sulting drain upon the 
rreasury. The business man 
ealized this, and in the spirit 
f patriotism and because of 
he fact that the residue of 
rofits was in any event 
reater than what had been 
reviously earned, the tax 
ras cheerfully paid. It was 
xpected, however, that with 
he close of the war and re- 
djustment of economic con- 
itions, whereby business was 
rought back to almost nor- 
ialcy, tax rates would be 
imilarly adjusted. It was ap- 
arent to the farseeing, how- 
ver, that the close of the 
var could not of itself dim- 
lish the federal needs. The 
rovernment had heavily in- 
reased its indebtedness. Ex- 
enses of administration had 
isen rapidly and seemed ir- 
educible. The foreign sit- 
iation was such as required 
nancial assistance from this 
ountry. To put it concretely, 
sur billions of dollars con- 
inued to be the budget of 
equirements. 

Discontent naturally pre- 
iiled. The business man 
egan to sulk about pay- 
if taxes at war rates on 


the 


ing 





phases. 


and will 


situation. 


OUR NEW TAX DEPARTMENT 
AXATION is undoubtedly one of the most 


important business problems confronting 
Every change in the 
‘law, every new regulation, every revised in- 
terpretation has a direct effect upon his account 
with the U. S. Government. 
fore, that our readers would be vitally inter- 
ested in a subject of such import, especially at 
this time, it has been arranged to have a tax 
column which will deal with current tax thought 
from a practical viewpoint. 

In this connection we have been fortunate in 
obtaining the services of Mr. J. S. Seidman, 
C. P. A., who will conduct this Department. 
Mr. Seidman is a well-known tax expert and 
has been a close student of Taxation in all its 
He developed a plan of Taxation that 
was submitted to the Senate Finance Commit- 
tee in executive conference prior to the enact- 
ment of the Revenue Act of 1921. 

Mr. Seidman is a senior member of the firm 
of Seidman & Seidman, Certified Public Ac- 
countants, a nationally known tax and account- 
He is also Chairman of the 
Committee of Tax Consultants of the Commit- 
tee of American Business Men, an association 
composed of most of the leading business men 
of the country. 

The Department will appear in each issue 
include discussions on current tax 
legislation having a bearing on the business 
To further increase the scope of this 
department Mr. Seidman has consented to an- 
swer through our column all questions that 
might be directed to him bearing on the subject. 


business man today. 


organization. 


Knowing, there- 


was not taken, the taxpayer 
is given an opportunity to 
correct his liability with a 
fair assurance of action with- 
out undue delay. The tax- 
payer is given ample oppor- 
tunity to present his point of 
view in opposition to any 
unreasonable position that a 
revenue agent may have 
taken in reporting on an 
audit of his return, 

In spite of all these fac- 
tors, however, tremendous 
additional assessments have 
been made and will be im- 
posed, due primarily to the 
lack of proper interpretation 
or application of the law, rul- 
ings and regulations. It is 
these additional assessments 
that are particularly distress- 
ing to the taxpayer at the 
present time, because of the 
fact that the profits for the 
years on which the additional 
assessment is imposed have 
in most instances been wiped 
out by subsequent business 
reverses. He would gladly 
have paid the correct tax at 
the time it should have been 
paid, for then. he had suffi- 
cient funds to pay them with. 
Now, however, he finds that 
additional assessments make 
a serious inroad into his 
capital so that extreme re- 
luctance is exhibited and dis- 
content manifested. He there- 
fore becomes dissatisfied with 
existing conditions, especially 

(Please turn to page 359) 
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Business Slackens a Little 


Seasonal Let-Up in Building Operations—Steel 


Orders 





STEEL 











Production Continues High 


OST interesting among the recent 
developments in the steel industry 
was the decline in the unfilled or- 
ders of the United States Steel Corpora- 
tion which stood at 6,838,000 tons on No- 
vember 30 against 6,902,000 the previous 
month. The decline amounted to about 
64,000 tons. The lower figure was prob- 
ably somewhat less due to a falling-off in 
forward orders than to improved trans- 
portation facilities which permitted in- 
creased shipments, and thereby reduced 
the amount of unfilled orders. 
Conditions, while apparently sound in 
the steel industry, do not show up so fa- 


vorably upon analysis. 


capacity and another thing 


It is one thing to 
emphasize the fact that the steel industry, 
as a whole, is operating at around 75% 
to reflect on 
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(See Footnote for Grades Used and Unit 
of Measure) 
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Wheat (7).. 
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Rubber (12).... 
Wool (13) 
Tobacco (14).... 
Sugar (15)...... 
Sugar tea 
Paper (17)...... 
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Fall 


the fact that outside of the leading inter- 
est and several independents, very few of 
them are able to make profits in propor- 
tion to their volume of operations. In 
seeking the reason for this anomalous 
state of affairs, it is necessary to go back 
to the earlier war-days which saw a tre- 
mendous expansion of plants to take care 
of war needs. These plants were put up 
at high prices, and involved an “over- 
head” that is still a factor despite the fact 
that 20-25% of the plants are today un- 
productive on account of lack of _suff- 
cient amount of business to employ all the 
steel- plants at full capacity. The net re- 
sult is to maintain a high average expense 
sufficient to pull down the net earnings of 
most companies. That exlains why, in 
spite of some companies operating at a 
high ratio of plant capacity, they are un- 
able to make large profits. 

Prices of steel products show a mod- 
erately reactionary tendency but iron 
prices are now showing greater stability. 
Many plants are still suffering from an in- 
adequate supply of common labor. Trans- 
portation facilities, on the other hand, 
show steady improvement. 

A feature has been the recent ‘shutting 
down of some sheet mills in Youngstown, 
Ohio. This is evidently a result of slack- 
ening of buying orders from automobile 
manufacturers who are the principal fac- 
tors in the trade. 

Prices of most steel products should 
either stabilize around these levels or de- 
cline somewhat. There is very little prob- 
ability of a general advance, certainly not 
in the near future, as this would have the 
effect of driving away new buying. 


Off—Retail Trade Satisfactory 








THE TREND 


STEEL—Production maintained at 
highest point of year. New buy- 
ing on smaller volume. Prices 
irregularly downward. 


METALS—Copper metal at same levels 
as during past few months. South 
American competition holding 
prices down. Foreign demand still 
small. Labor difficulties inter- 
fering with increase in North 
American production. 


OILS—Production still at high point 
and stocks increasing. Refined 
products irregular. Kerosene in 
good demand. No important 
change in conditions in near 
future expected. 


MOTORS—Seasonal decline in produc- 
tion in full swing. Good demand 
for closed bodies. Competitive 
conditions in industry. 


BUILDING—Volume of construction 
activity falling off due to seasonal 








BUILDING 











Operations Slacken 


With the advent of winter weather, 
building operations have slackened, though 
in some districts the volume of new con- 
struction work continues abnormally high. 
In estimating the prospects for next year, 
consideration has to be given to the ques- 
tion as to how much of building needs 
has been satisfied in the current year. As 
to this point, there is no question that in 
some districts there has been sufficient 


conditions. Labor difficulties 
obscure outlook. 


RAILROADS—Peak of traffic move- 
ment increased. Defective equip- 
ment increases as result of strike. 
Radical agitation for repeal of 
Esch-Cummins Act. 


SUMMARY—Production at high level 
combining to have an immediate effect 
toward smaller volume of output. 
Basic industries continue in strong 
position with regard to operations. 
Labor scarcity not so much in evi- 
dence except in some lines. Prices 
showing a generally irregular tendency. 
Retail trade continues satisfactory. 




















building to take care of the housing and 
business for the next few years. In some 
districts, in fact, there has been over- 
building, especially with regard to resi- 
dences and in these districts, as a result, 
rentals have been lowered moderately. 
The majority of sections throughout the 
country have not been satisfied as to their 
building needs, however, and the out- 
look is that in these districts construction 
activities will remain on as high a scale 
as in 1922, although they will undoubt- 
edly be attended with such obstacles as 
labor difficulties, rising prices for build- 
ing materials and higher rates for money. 
In- general, the building industry faces 
what should be a fairly active year in 
1923, though it is hardly likely to show 
such a volume as that seen in 1922. 
Principal difficulties in this industry 
(Please turn to page 382) 
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Activities of the 


Investors’ Vigilance Committee, Inc. 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 


‘Where 
Did They 


ID you ever 
ask this ques- 


Get My Name tion when the 
for Their postmen beft many 
‘Sucker List?’” SPecimens of bright- 

ly colored literature 
it your home or office, telling you how 
1y a small investment you might become 
independently rich? You finally dismissed 
the thought, believing your name was 
aken from the telephone book or the city 
lirectory. Perhaps you were right—more 
ikely, you weren't. At all events, there 
ire many methods used by stock swindlers 
n obtaining “sucker lists.” 

For instance; no doubt you've often 
seen in a monthly periodical an advertise- 
ment of some cigar manufacturer in, Say, 
<ey West, Florida, urging smokers to 
‘fill out the attached coupon, and we will 
end you, free of charge and without any 
bligation whatever on your part, a box 
f our hand-made, clear Havana ‘El Do- 
pos’ ?” The advertiser generally agrees in 
his advertisement to send you a box of 
us Cigars on consignment—you are to try 
one of the cigars; if you like them, you 
may keep the box and mail a check; if 
you don’t care for them, you are to send 
the box back, minus the vample cigar, at 
the maker’s expense. This is a very lib- 
eral offer, and the idea of buying your ci- 
gars direct from the manufacturer, after 
first actually trying them, free of cost, 
uppeals to many men who can afford to 
smoke cigars and therefore must be in a 
position to invest a little money now and 
then. Besides, you have lost nothing 
through the deal—you will have had a 
smoke “on” the manufacturer. Though 
the “smoke” is on the manufacturer, the 
joke” is on-you, as will become apparent 
when you begin to receive all sorts of in- 
jucements through the mail to buy stock 
in the Deadwood Dick, or the Indian Chief 
vil lands. This literature will probably 
come from another part of the country 
altogether than the city the cigar manu- 
tacturer hails from, so that the probabili- 
ties are you won't be able to connect the 
‘wo concerns right away. However, here 
is what happens when you answer the ci- 
gar advertisement: 


Not a Bad Scheme 


The cigar maker, whom you thought 
must have been pretty “soft” to be send- 
ing boxes of cigars throughout the length 
and breadth of the country, to persons he 
had — heard of before, has your num- 
er—also the street, city and 

4 your name. 
He has hundreds of other names of men 
who smoke cigars, from every section of 
the country. He compiles his list of the 
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SNe - plans of the INVESTORS 
VIGILANCE COMMITTEE, 
Inc., with samples of the forms 
used, will be sent upon request to 
any Chamber of Commerce or 
other business organization in the 
United States or Canada. 

It is the duty of every citizen of 
this country to secure the co- 
operation of his local business or- 
ganization with this Committee so 
that his own community may 
made safe for investors from 
these “vultures who are parading 
like peacocks” in their midst. 

If the mail brings you, Mr. 
Reader or your friends, a speci- 
men of promotion literature, re- 
mail it to this Committee and help 
in the “Round-Up.” 











names he has secured through his “clean- 
cut offer,” and sells it to some get-rich- 
quick oil promoter in Fort Worth, Texas, 
or some other western city, for use in 
selling stock or oil leases. Yes, the cigar 
man, through his very liberal “try-before- 
buying” offer, certainly lost money on 
all the cigars his prospective customers 
smoked on him—but, the price the oil 
promoter paid him for your name and 
address, and all the other names and ad- 
dresses included in his list, more—yes, 
much more—than made up for the cost 
of the cigars he lost. 

Now, let us imagine the oil promotion 
that bought the “sucker list” from the 
cigar man has gone “bust.” In all proba- 
bility, the oil syndicate succeeded in ob- 
taining at least one out of every ten men 
on the cigar man’s list as stockholders in 
the oil enterprise. After a lapse of time, 
following the announcement in the papers 
that such-and-such oil company has gone 
by the board, every man whose name 
was originally on the cigar man’s list be- 
gins to receive the most enticing letters 
through the mail, from the Bunk Oil 
Managers’ Royalty Syndicate, announcing 
that they have “taken over and acquired” 
all the properties of the Deadwood Dick 
Oil Lands Company, and “they are going 
to succeed where their predecessors have 
failed—they are going to get the oil—on 
receipt of a certain percentage of the 
amount you originally invested in Dead- 
wood Dick, you will become a stock-own- 
ing partner in the Bunk Oil outfit, and 
may realize millions on your investment— 
from the looks of the land taken over, 
etc., etc.” The following newspaper ar- 
ticle, clipped from the Fort Worth Press, 
clearly outlines this method of using the 
“sucker list”: 

“*Sucker lists’ never get too old for the 


oil grafters now plying their trade in Fort 
Worth. 

“They have resurrected in many cases 
lists of stockholders in oil enterprises 
which went by the board long years ago. 
Each stockholder gets a beautifully writ- 
ten letter. It tells how the ‘properties’ of 
such and such a syndicate have been taken 
over by such and such a ‘merger’ and are 
to be made to pay big profits. 


Investors Assured 


“Sympathy is expressed for the person 
whose money went into the pockets of the 
‘promoter’ who previously had charge. 
But the ‘sucker’ is assured that the pres- 
ent management is honest and above board 
and will get the oil. 

“Merely by sending a check for 25 per 
cent of the original ‘investment,’ the 
‘sucker’ is told, he can recover not only 
what he lost but handsome dividends as 
well. 

“If the ‘sucker’ kicks in, he is likely to 
get a dividend check within a few weeks. 
The check will be paid with the money of 
some other .‘sucker.’ 

“Thus it works.” 

“In most cases,” says a later article in 
the same newspaper, “these ‘companies’ 
don’t exist any longer except in the form 
of lists of stock buyers. Few of them 
are active any longer. A lot of them never 
were active except in the stock-selling bus- 
iness. Others spent their money on dry 
holes. 


“Many Still Gullible 


“But there are many people throughout 
the country in whose breasts, despite to- 
tal losses from previous ‘investments,’ 
hope of suddenly waxing rich on oil 
springs eternal. Perhaps the hope is only 
one last spark—but the letter-writing ex- 
perts of the oil grafters know how to fan 
this spark into a flame which will pro- 
duce at least a few $5 or $10 bills. 

“Anyone who observes the post-office 
(in Fort Worth) regularly will see let- 
ters being brought in now and then literal- 

(Please turn to page 367) 


This page has been donated by Tur 
MaGazine or Watt Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are 
not guaranteed but are based upon in- 
formation which we believe to be accu- 
rate and reliable.—Editor. 
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Livermore’s Methods Analyzed 


No. 7—How He Pyramids 
By RICHARD D. WYCKOFF 





make money in securities. 


obtained, not by active trading, 





reading the tape, made his success in buying an 


Note.—What interests us in presenting this series is that Mr. Livermore, with a natural and developed genius for 
d selling securities only after he became a spec-vestor. 
operations are conducted just as are those of a merchant who, accurately foreseeing future demand for certain goods, 
purchases his line and patiently awaits the time when he may realize a profit. 
sees an oversupply, he contracts to deliver in future goods which he believes will then be purchasable at lower prices. 
The outstanding value of this series is that it tells the average business man, who numbers 87% of our readers, and with 
whom both investment and spec-vestment are necessarily side lines, that one need not be a stock market genius to 
While few people are by nature gifted to become great operators, this series should be a 
very important contribution to stock market literature, as Mr. Livermore's methods prove that the best results may be 
but by a careful study of the factors which influence the market, trade reviews, 


and analyses of corporations, all of which are found regularly in The Magazine of Wall Street. 


And just as legitimately, when he fore- 


His principal 








referred to some points in the operat- 

ing methods of Jesse L. Livermore 
which might be compared to those of the 
late James R. Keene. One of these is 
the way in which, many times in the past, 
Livermore has made a small amount of 
working capital produce a very large 
profit. 

In the early 90’s Keene had the han- 
dling of a pool in National Cordage. It 
was during the unhealthy markets which 
preceded the 1893 panic.. He ran Cordage 
up as high as he could, and the whole pool 
collapsed, carrying with it practically all 
of the large fortune which Keene had 
amassed up to that time. When the wreck 
was cleared away, he had only $30,000, 
and with this he started to build up a 
fresh pile of millions. 

A well-known newspaper man came to 
him one day and gave him some informa- 
tion to the effect that one of the Jersey 
Central’s subsidiaries (I believe it was 
the Lehigh & Wilkesbarre Coal Co.) was 
in financial difficulties and the result 
would be very serious for Jersey Central, 
the stock of which was then selling 
around 70. Whether this was a trap to 
catch the old man short, I do not know, 
but it looked suspiciously like it. Keene 
began pounding away at the stock and 
urging other holders to liquidate, but he 
found strong support at just about that 
level. After he had almost exhausted his 
efforts on the short side, the stock began 
to move up, and by the time it reached 
80 he realized that he was wrong, so he 
switched and took the long side. 

He had a big loss and his $30,000 was 
therefore greatly impaired, but this did 
not discourage him. He bought all he 
could and as the stock continued to ad- 
vance, he increased his line. The rise 
amounted to about hundred points from 
where he started to sell it short, but by 
that time Keene’s $30,000 original work- 
ing capital had grown into $1,700,000, 
which put him back on his feet. 

In December, 1406, Mr. Livermore saw 
the possibilities on the short side, saw the 
break coming as clearly as could be, and 
put out a moderate short line. Every 
point decline in the stocks he sold gave 
him that much more leeway, and he 
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iz the second chapter of this series I 


promptly took advantage. He kept on 
selling just as fast as his broker would 
permit and by the time the first section of 
the 1907 panic took place—that is, within 
a few months after he had begun to op- 
erate on the short side—he had $1,000,000 
to his credit. 

Pyramiding was nothing new for Liver- 
more in 1907, and although he has since 
modified his methods in certain particu- 
lars, he has not by any means lost the 
faculty of pressing his advantage. In so 
doing, he has taker: a leaf out of the book 
of Dickson G. Watts, a very successful 
cotton operator of a generation ago, who 
said: 

“It is better to average up (pyramid) 
than to average down. This opinion is 
contrary to the one comomnly held and 
acted upon, it being the practice to buy 
and on a decline buy more. This re- 
duces the average. Probably four times 
out of five this method will result in 
striking a reaction in the market that 
will prevent loss, but the fifth time, 
meeting with a permanently declining 
market, the operator loses his head and 
closes out, making a heavy loss—a loss 
so great as to bring complete demorali- 
zation—often ruin. But buying up is 
the reverse of the method just ex- 
plained; that is to say, buying at first 
moderately and, as the market ad- 
vances, adding slowly and cautiously to 
the line. This is a way of speculating 
that requires great care and watchful- 
ness.” 

Of course, Mr. Watts did not originate 
this method, which is as old as Wall 
Street. Many big speculative fortunes 
can be traced to it. Addison Cammack 
used to say, “The Lord is on the side of 
the heaviest battalions,” and he, a famous 
bear, used to pyramid, pounding prices 
harder and harder as they went his way. 

About eighteen months ago I was dis- 
cussing with Mr. Livermore the advan- 
tages of pyramiding. I told him that I 
had seen some wonderful results worked 
out by this method and with the employ- 
ment of a very small amount of money. 
While at that time he was rather inclined 
to favor the taking of a definite position 
with the full amount of stock at the origi- 
nal buying or selling level, he has since 


modified this procedure, so that to a cer- 
tain extent, we wil! say for the first sev- 
eral points of a move, he does what might 
be called limited pyramiding. He now 
believes that the most enlightened way of 
following this important practice is, first, 
to take on part of his line, then as the 
market confirms the accuracy of his opin- 
ion, double up, and if a further favorable 
action is recorded on the tape, he will 
complete his commitment. As he operates 
in substantial lines of stock, his purchases 
naturally supply an auxiliary impulse in 
the desired direction. 

There is another rule of Watts’ which 
Mr. Livermore has adapted with very 
great advantage, which is: “The funda- 
mental principle that lies at the base of 
all speculation is this: Act so as to keep 
the mind clear, its judgment trustworthy. 
A reserve force should therefore be main- 
tained and kept for supreme moments, 
when the full strength of the whole man 
should be put on the stroke delivered.” 

It is these supreme moments, both at 
the apex of big bull markets and at the 
low points of the panics for many years 
past that Livermore has done his most ef- 
fective work, for he strongly realizes the 
immense advantage of covering a big short 
line and going long when the market is 
in a state of panic, and of getting out of 
his longs and going short while the mar- 
ket is boiling on the up side. I do not 
mean that he has invariably chosen the 
psychological moment, but his average 
percentage of accuracy in this respect has 
doubtless been higher than that of any 
other leading individual operator for many 
years past, for it is at such points that the 
full force of his pyramiding or his patient 
long swing operations are brought to a 
climax and a position taken which puts 
him in line for the next big swing in the 
opposite direction. 

This playing for position is a good deal 
like laying the foundation for the erection 
of a building—the more deeply one gets 
down into the bedrock, the more solid and 
substantial his structure. In so playing 
for position when he is operating on the 
bear side, he must be keenly alive to the 
possibilities of a reverse movement and 
be on the lookout for the real buying op- 

(Please turn to page 369) 
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New January Investments 


This new booklet describes a di- 
versified list of First Mortgage Real 
Estate Bonds for the investment 
of your principal, interest, dividends, 
bonuses, or money in bank. 


Invest now while it is still pos- 
sible to obtain a liberal interest yield 
on the high type of security offered 
here surrounded by the many safe- 
guards which have proved their 
value over a long period of years. 


During the many years the Amer- 
ican Bond and Mortgage Company 


has been in business, many thou- 
sands of investors throughout the 
United States have purchased from 
us many millions of dollars of First 
Mortgage Bonds, secured by im- 
proved city properties and with not 
onedollar loss of principal or interest. 


We will be pleased to send you 
this booklet describing in detail these 
new January Investments without 
obligation on your part. We strongly 
advise your writing for it at once. 


Send for Booklet N-101 


AMERICAN BonD & MortTGaGE Co. 


INCORPORATED 
Capital and Surplus Over $2,500,000 


127 No. Dearborn Street 
Chicago 
Grand Rapids 


Detroit Rockford 
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New York 


Davenport Columbus Cleveland 
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Odd Lots 


give unusual diversifica- 
tion and offer a higher 
degree of safety in your 
investments. 


Our booklet explaining 
the many advantages of 
dealing in Odd Lots sent 
upon request. 


Ask for M.W. 199 


100 Share Lots 
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MAIL 


INVESTMENT 


SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


Many investors maintain a personal 
correspondence with our statis- 
ticilans and in that way keep in 
close contact with changing market 
conditions. 


If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail” 


to those interested, on request 


GRAHAM, RITCHIE & CO. 
Formerly Graham & Miller 


66 Broadway 


New York 
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INQUIRIES ON INDUSTRIAL SECURITIES 
(Continued.from page 347) 





lions and the company now has no indebt- 
edness other than for payrolls, supplies, 
etc. Combined sales by the car and truck 
divisions of the company will approxi- 
mate 468,000 vehicles in 1922, as compared 
with 214,799 in 1921. While the company 
has improved its position materially the 
stock at present price of 14 would appear 
to be selling high enough, for the reason 
that 1922 was a boom year in the auto- 
mobile industry and earnings for that year 
should not in our opinion be used as a 
basis for judging the normal earning 
power of any automobile company. 


NEW PROCESS GEAR 6s 
Yield 612% 


I am interested in New Process Gear Co. 
6%% bonds that are offered by 8S. W. Straus & 
Co. The return is a little higher than most 
Straus issues and I would like to have your 
opinion as to whether you consider them suffi- 
ciently well protected to warrant my ng 
an investment.—J/. KE. L., Plainfield, N. J. 


New Process Gear Co. $2,000,000 Ist 
mortgage 64s are secured by a direct first 
mortgage on all the fixed assets of the 
company which has been appraised by 
Ford, Bacon & Davis at $4,057,709. Aver- 
age annual earnings of the company for 
the years 1916 to 1921 and the first 10 
months of 1922 available for interest, 
taxes and depreciation were $517,731, near- 
ly four times interest requirements. The 
company’s plant has been in continuous 
operation for the past 20 years and is one 
of the largest gear plants in the United 
States. The company is turning out 
orders under contract with Durant Mo- 
tors Co., Star Motor Co., Flint Motor Co., 
Willys Overland, Timken Axle and other 
companies. It is estimated that sales in 
the coming year will amount to between 
$7,200,000 and $10,000,000. These bonds, 
in our opinion, are well protected and a 
desirable business man’s investment at of- 
fered price of par to yield 6%4%. 


MAXWELL MOTOR 


Has Better Management 


Will you kindly let me have a report on 
Mazrwell Motor and your opinion of the com- 
pany’s future possibilities?—V. K., New York 
City. 

Maxwell Motor has a very poor record, 
which was undoubtedly due to inefficient 
management. There has been a great 
change for the better this year, and it 
appears now that an efficient organization 
has finally been brought together. Max- 
well in the first six months of 1922 made 
$1,700,000 after interest, taxes and other 
charges. In July it broke about even. A 
conservative estimate for August is $500,- 
000, and for the last four months about 
$1,000,000. However, the company has 
had to absorb Chalmers losses, which 
were estimated at $600,000 for the first 
six months and $500,000 for the last six 
months of 1922. After absorbing these 
losses the indicated net for the year is 
about $2,000,000. This is after deducting 


interest, taxes and other charges. There 


is $15,186,800 Class A stock, which is 2p. 
titled to $8 a share before the B stock 
gets anything. After allowing for divi. 
dends to which Class A is entitled, th 
balance is equal to about $1.50 per shar 
on the B stock. Recently Chalmers note. 
holders in large part accepted the plan t 
exchange their notes for 10 shares oj 
Maxwell A stock and 10 shares of B 
$60 cash for each $1,000 note. The : 
properties will now be consolidated, a: 
under the same engineering and _ sales 
management of Maxwell, it is expected 
that Chalmers will pe turned into an asse: 
instead of being a liability. In the cur. 
cent year, Maxweli has paid off $5,750,000 
7% notes. There is still due $2,250,00 
of 1923 notes, and there are $4,000,000 du 
in 1924. Maxwell Co., after making these 
payments on the notes still had abou 
$6,000,000 cash on hand. Very early divi 
dends on the A stock are not anticipated 
for the company will probably use it 
funds to pay off the balance of the notes 
However, the results accomplished by th 
company in the current year, we feel, jus 
tifies an optimistic view of the stocks {o 
the long pull. 


BUTTERICK Co. 
Earnings Show Improvement 


My family has held 200 shares of Buttera 
Company stock for a long period of yean 
When first purchased at very high price grea 
things were predicted for it. While dividend 
were paid sevral years ago it has paid nothin 
recently and is now selling not far from it 
lowest prices. Is the stock no good at all «ni 
had I better take the big loss and get rid ¢ 
it? Will look forwurd with interest to 
sizing up of the situation.—T. M. K. 

Butterick & Co. stock appears to o'fe 
fairly attractive possibilities at its pres 
ent level of around 17 as its earning 
have shown distinct improvement in thq 
past two years. In 1921 the company re 
ported $5.22 per share earned on the stoc 
and for the first six months of the cur- 
rent year earnings were reported as $2.0) 
per share. The company is in good finar- 
cial condition with a working capita! oi 
about $3,000,000 and this alone is equal to 
$18 a share on the stock. It would seem 
that the management of the company is 
justified in resuming dividends on the 
stock in view of these earnings, but ap 
parently they are using surplus funds for 
other purposes. There is no doubt tha 
Butterick stock has been a great disap 
pointment to its holders, but in view o! its 
improved earnings, we believe it is at- 
visable to continue to retain the stock. 


REAL ESTATE BONDS 


Attractive Investment Oppor 
tunities 


Offer 


Do you consider real estate bonds offered » 
good firms good investments? Would you 
all your money in them?—J. H. K., Whitt 
Hall, Il. 

We consider real estate bonds issued by 
firms of good standing as an acceptabl4 
investment medium. Of course, real estat 
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ds vary greatly in their rating de- 
ding on the real estate they cover. 
example, bonds on hotel proper- 
generally carry a high rate of in- 
rest, for there is always a_ possi- 
y, especially if the hotel is in a 
mer resort, of conditions arising which 
ce its operations unprofitable and 
aten fhe bondholder’s interest. On 
other hand, real estate bonds on an 
e building that is located in the busi- 
section of a large city is less specu- 
e. You should examine the merits 
ac issue before investing your money. 
; always well, in our opinion, to diver- 
your investments. That is, do not 
all of your money into real estate 
is but include some good industrial 
‘ss and railroad issues. As an exam- 
a good business man’s investment is 
md like Sinclair Consolidated Ist lien 
nm collateral 7s due 1937 which can be 
1 chased on the New York Stock Ex- 
ge around par giving a return of 7%. 
s bond is practically a lst mortgage 
all the company’s property in the 
:ited States which is valued at more 
1 five times the bond issue. 


U. S. RUBBER PREFERRED 
crude Rubber Advance Beneficial 


o you deem it advisable to continue to hold 
n ted States Rubber 8% preferred stock? I 
104 for it.—A,. T. B., Pottaville, Pa. 


Ve feel that you should continue to 
1 U. S. Rubber 8% Preferred stock, 
s the outlook for this company is con- 
rably improved at the present time. 
One favorable factor is the big increase 
n the price of crude rubber, of which 
imodity U. S. Rubber is a large holder. 


MOLINE PLOW 
Recently Reorganized 


will greatly appreciate a general outline 
osition of Moline Plow and your opinion 
the outlook for the company.—C. H. W., 
thkeepsie, N. Y. 
loline Plow Co. was adversely affected 
the severer competition that has pre- 
uled in the harvesting machinery busi- 
s the past several years due, in part, 
he several large automobile companies 
ring this field. As it was not a strong 
pany financially, the losses sustained 
. falling off in business and inventory 
eciation were more than it could car- 
ind it became necessary to reorganize. 
lune, the reorganization plan was con- 
mated. Under this plan 25 million of 
btedness was converted into 12% mil- 
of 20-year debentures; and 12 mil- 
of lst preferred stock and 7% 
ion of old Ist preferred stock was con- 
ed into an equal amount of new 2nd 
‘erred stock. Old 2nd preferred stock- 
lers received 6/10 share of no par new 
mon for each share held and old com- 
stockholders 4% share of new com- 
for each share held. Outstanding 
common is 200,000 shares. Balance 
t of the reorganized company as of 
5, 1922, shows cash on hand 1 mil- 
, accounts receivable 14% million and 
ntories 12% millions. This compares 
ii current liabilities of only 1 million, 
hat the financial structure of the new 


(Please turn to page 381) 
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A Strong Industrial 
Investment 


Tue Gur O11, CorPporRATION oF PENNSYL- 
VANIA, with its subsidiaries, is one of the 
largest petroleum producers in the United 
States, operating more than 3,700 wells and 
more than 2,200 miles of pipe lines. It 
owns a fleet of 17 ocean steamers, as well as 
tugs, barges, and other equipment. 


Net earnings of the Gulf Oil Corporation 
and its subsidiaries, as reported, for the 5 % 
years ended June 30, 1922, were not less 
than $9,000,000 in any one year, and aver- 
aged more than $16,000,000. The annual 
interest requirements on total present funded 
debt aggregate $2,110,000. 


We ofter and recommend for investment the 
15-year 5% Bonds of this Corporation. A 
descriptive circular will be supplied on appli- 
cation to any of our offices. 


MAIN OFFICE: GUARANTY TRUST COMPANY BUILDING, 140 BROADWAY, NEW YORK 


OTHER OFFICES: BET 1LEHEM, PA. HARTFORD, CONN, READING, PA. 
BOSTON, MASS JAMESTOWN, N.Y. ROCHESTER, N. ¥. 
BUFFALO,N.Y JOHNSTOWN, PA. ST. LOUIS, MO, 
CHICAGO, ILI MINNEAPOLIS, MINN, ST, PAUL, MINN, 
CINCINNATI, 0 PHILADELPHIA, PA SAN FRANCISCO, CAL 
ALBANY,N.Y CLEVELAND, 0 PITTSBURGH, PA SCRANTON, PA. 
ATLANTA, GA, ERIE, PA. PORTLAND, MAINE WASHINGTON, D. C, 
BALTIMORE, MD. HARRISBURG, PA. PROVIDENCE,R.1 WILKES-BARRE, PA. 


NEW YORK 
Fifth Ave. & 44th St. 
Madison Ave. & 6oth St. 


Guaranty Company of New York 











CONSERVATIVE CAPITALIZATION 


We are offering a ; 
7% CUMULATIVE PREFERRED STOCK 
of a Company manufacturing a product 
admittedly the finest of its kind in America. 
Net Tangible Assets are 465% and net current assets are 170% 
of this issue. 
Net Income for past five years averaged over four times divi- 
dend requirements. 
Estimated Profits for 1923 nearly $20.00 per share on Com- 
mon Stock. 
PRICE: 95 AND ACCRUED DIVIDEND 
With 25% of Common Stock 
Ask for Circular C-3 


LAWRENCE CHAMBERLAIN & CO., Inc. 
One Hundred Fifteen Broadway, New York 
































Cerro de Pasco 
Copper 














Our analysis of the 
position of this 
Corporation should 
be of interest to the 
holders of all cop- 
per stocks. 


Write for Analysis No. 767 


Spencer Trask & Co. 


| 25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 
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NEW BOOKLET 
(Fifth Edition) 


INDEPENDENT 
OIL STOCKS 


tains the 

latest 

available 

information 

on the Inde- 

pendent Oil 

Companies 

whose securities are actively 

traded in, including financial 

reports and descriptions of 
properties. 


Copy mailed free on request for N-3 


ARL H. PFORZHEIMER & CO. 


Dealers in Standard Oil Securities 


25 Broad Street New York 


Phones: Broad 4860-1-2-3-4 













Current Bond Offerings 


Small Volume of New Securities 


ESPITE the approach of the end of 

the year with its usual promise of 

heavier than ordinary investment 
demand, there has been no startling in- 
crease in the volume of new bond offer- 
ings, though they were, in the aggregate, 
somewhat above those of preceding weeks. 
At the present time, there is a fair de- 
mand for high-grade bonds just about 
sufficient to absorb the small amount of 
issues now being offered to the public. 
Investment houses are not prone to ex- 
tend their commitments at this time but 
prefer to just about meet requirements 
as they come along. 

There were no particular features 
among offerings of the past two weeks, 
except the negative one of absence of 
foreign securities. Despite the improve- 
ment in sterling and other exchanges that 
are close to a gold basis, there seems no 
reason to believe that foreign issues of 
new origin, particularly those of Euro- 
pean derivation, can meet with noteworthy 
success under present conditions in do- 
mestic markets. 

Municipal issues showed about the same 
offered yield as during the past few 
months and there has been no important 
change in this direction. On the whole, 
such offerings are not large in the aggre- 
gate as those seen in the earlier part of 
the year. 

Industrial issues, which comprised the 
majority of recent issues, were offered 
on the average of a 61%4% rate which is 
about the rate offered during the past few 
months. 


Equipment Trust Issues 


There was a real feature in the Fruit 
Growers’ express equipment trust certifi- 
cates which were offered at the excep- 
tionally high rate of 6%. Public utility 
issues were also obtainable at the com- 
paratively high rates of 6%4-7%. 

By and large, there seemed a disposi- 
tion on the part of thcse offering new 
issues to take into consideration the gen- 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Off’d Yield 
Amount (%) 
State of So. Dakota..$3,000,000 4.50 
Bergen Co., N. J.... 808,000 4.25 
i (i Miscesee 632, 4.20 
Lansing, Mich...... 995,000 4.50-4.25 
Memphis, Tenn..... 2,961,000 4.70-4.60 
PUBLIC UTILITY 
Central Indiana 
Power Co.........$4,248,000 6.40 
Ohio & Northern 
SD Dis wescscans 6,000,000 7.00 
RAILROAD 
Fruit Growers’ Ex- 
press, Eq., Tr... .$4,550,000 6.00 
LAND BANK 
Kentucky Jt. Stk. 
Land Bank....... $1,500,000 4.62-5.00 
INDUSTRIAL 
Dominion Iron & 
| Sener $4,645,000 6.46 
New Process Gear... 2,000,000 6.50 
Everlastik, Inc...... 1,150,000 7.00 
Richardson & Boyn- 
Ge Gis ddccewedes ,000,000 6.50 
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erally higher interest rates now prevai!- 
ing, as compared with those of a half 
year ago. This would account for the 
fact that so many industrial and even pub- 
lic utility issues, are being put out at be- 
tween 64%4% and 7%, though, of course, 
the rate depends to a great extent on the 
character of the issuing company. 
Investors should find some good oppor- 
tunities among the better grade of new 
bond issues as they are offered at very 
attractive rates, in many cases. Where 
the issuing companies are strong and have 
a firm position in their respective indus- 
tries, there is no reason why these issues 
should not be used as investment medium; 
by those who care to use part of thei: 
surplus funds for such investment. 





THERE ARE 200,000 RAIL 
WORKERS STILL ON 
STRIKE! 


(Continued from page 313) 








policy it can force a change, and the re 
sult will be a run-down condition—equip 
ment, shop facilities and all else. 

For two years the railroads have no’ 
been getting their money’s worth of wor! 
out of the average man employed in the 
yards or shops. It has been jocularl) 
stated that in any army it requires fiv 
soldiers to do a man’s work. Talk with 
the average shop executive and he wil 
state emphatically that the same applie 
to his force. Meanwhile antagonism to 
ward the railroads is confined to the men 
who work for them. Yet, the effect o1 
the road is greater difficulty in meeting 
the demands of traffic. Disgruntled ship 
pers, patrons and finally, disgruntled rail 
road executives, harrassed on one side by 
the men they hire, on the other by the 
ones who provide the revenues. 

Nowhere have we attempted to fix the 
blame. Conditions exist. There is some- 
thing utterly un-American crawling ove: 
our railroads today; and the working mar 
is not wholly to blame, no matter whether 
he be right or wrong in this strike. One 
thing is certain, the public is going to 
bear the burden. There is every indica- 
tion that increased rates will be sought 
The public will pay that way. Then again 
the public happens to be the actual owner 
of the railroads, even today. The aver 
age responsible person, one way and an 
other, represents the shareholders in a 
majority of our public utilities. The 
average person will stand the gaff tha 
way, whether the strike results in victor: 
for the companies or the men. The pub 
lic will pay another way. Every failur: 
on the part of our transportation systen 
is an economic loss. The shipper mus 
suffer and with him the ultimate con 
sumer. 

And there you have it. Throughout the 
United States, in every railroad yard and 
from there out into the surrounding coun- 
try, every time a freight car breaks down 
or a locomotive becomes disabled, the con- 
sequent loss of service is a blow to the 
railroad and to the entire community. 
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INCOME TAX DEPART- 
MENT 


(Continued from page 349) 











the tax laws, and demands immediate 
relief. 

So it came about that at the presi- 
dential election the question of revising 
tex laws to conform to the changes in 
business conditions was made a para- 
nount issue. Immediately after the 
President was inaugurated, Congress 
gt to work upon a new tax law. Va- 
rious proposals were made to obtain 
revenue sufficient to meet the needs 
o' the Government and at the same 
time modify the burden then being 
c.rried by the business man. After 
c.refully considering all the proposals, 
the Revenue Act of 1921 was passed, 
a law under which income tax returns 
for 1922 are to be prepared. 

It is true that the Revenue Act of 
1121 granted to a great extent the de- 
sred relief. It continued, however, to 
be highly technical, as was the case 

th the former laws, and as a matter 

fact, was a direct embodiment of 
many of the provisions of the previous 
acts. In preparing returns under the 
Revenue Act of 1921, therefore, con- 
sideration must be given not only to 
the law itself, but to the thousands of 
rulings and decisions handed down 
nder it and the same provisions of 
prior Revenue Acts. 


It is the purpose of this department 
to review the law in the light of these 
decisions in order that the business 
man might have a fair idea of their 
pplicability to his particular case. Of 
course, it is impossible to cover every 
conceivable situation. It is expected, 
however, that any specific problems 

orrying a particular taxpayer will be 


directed to the editor for solution and 


reply will then be printed through 
these columns. 

The Revenue Act of 1921, under 
hich returns for 1922 are to be pre- 


pared, became effective November 23, 


1921. By it, as was the case of the 
former Revenue Acts, there became 


subject to tax, with certain exceptions 
hereafter mentioned, individuals, both 
resident and non-resident, corporations 
and trusts. 


The law makes no differentiation be- 


tween citizens and aliens residing in 


his country. In both cases, income 
rom whatever source derived is sub- 
ect to tax. Thus, if an American citi- 
en were to earn a profit on the sale 

f mines in Africa that profit would be 
ixable under the United States In- 
ome Tax Laws. So also, if that profit 
1ured to one residing in this country, 
Ithough the subject of a foreign 
ountry. 

Non-resident citizens of this country 
re taxed differently than non-resident 
liens. Non-resident citizens are sub- 
ect to tax in the same manner as resi- 
ent citizens, that is, on income derived 
rom sources within the United States. 
Vhat is income from sources within 
he United States will be discussed in 
reater detail in a subsequent article. 

(Please turn to next page) 
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Safe in any hands 


When your bank check leaves your hands who 
handles it? Sometimes you know. More often you 
don't. Many times you are inconvenienced by having to pay 
cash instead of by check, simply because you are not sure 
of the endorsements that may follow. 


To meet these conditions, banks everywhere 
are adopting Super-Safety Insured Bank Checks which 
are protected by a $1000bond in- 
suring against fraudulent altera- 
tion, and by the services of the 
William J. Burns International 
Detective Agency, Inc. 





Insurance beats all the 
ingenuity ever devised for 
protecting checks. A crook 
would be very foolish indeed to 
tackle these checks to defraud, 
when there are so many checks 
in transit not insured and not 
protected. 








The mark of safety ap- 
pears on every Super-Safety 
check —the word “Insured” in 
the right hand corner. And the 
good part of itis that this added 
protection costs you nothing. Ask 
your banker for these checks or 





You will find these checks 
in banks that display these 
signs. The upper sign on 
doors and windows; the 
lower one on teller'’s cage. 

























write as for the name of one sh f 
who will accommodate you. pe R 
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The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 
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HE National City Company 
T offers and recommends the 

following bonds for invest- 
ment. The list is characteristic 
of the complete selection of high- 
grade securities obtainable at the 
fifty offices of this organization 
and illustrates the attractive in- 
vestment opportunities afforded 
by the present bond market. 


DETROIT, MICH., 4%s 
Due 1942-52 
To yield about 4.15% 


FT. WORTH, TEXAS, 5s 
Due 1955-62 
To yield about 4.50% 


PROV. OF ALBERTA 5s 
Due 1942 
To yield about 5.20% 


UNION PACIFIC R. R. CO. 
Conv. 48, due 1927 
To yield about 5.25% 
N. Y. CENTRAL R. R. CO. 
Conv. Deb. 68, 1935 
To yield about 5.50% 
CONSUMERS POWER Co. 
5s, Series C, 1952 
To yield about 5.50% 
PACIFIC GAS & ELECTRIC 
ist & Ref. 6s, 1941 
To yield about 5.70% 
ANACONDA COPPER MIN. Co. 
Series A 68, 1929 
To yield about 5.85% 
CHIC., ROCK IS. & PAC. RY. 
1st ¢ Ref. 4s, 1934 
To yield about 5.95% 
DETROIT CITY GAS 
1st 68, Series A, 1947 
To yield about 5.96% 
KINGDOM OF NORWAY 
30 Yr. Ext. S. F. 68, 1952 
To yield about 6.00% 
UTAH LT. & TRACTION 
lst Ref. 5s, Series A, 1944 
To yield about 6.00% 
HERSHEY CHOCOLATE CoO. 
lst S. F. 68s, 1942 
To yield about 6.12% 
ARMOUR & COMPANY 
Conv. 78, due 1930 
To yield about 6.20% 
REPUBLIC OF HAITI 
30 Yr. S. F. 68, due 1952 
To yield about 6.25% 
ARGENTINE GOVERNMENT 
External 7s, due 1923 
To yield about 6.85% 
VERTIENTES SUGAR CO. 
1st 8S. F. 7s, 1942 
To yield about 7.25% 


Offered subject to prior sale and 
change in price, 


Our complete list of bonds, 
short term notes and acceptances 
offered for current investment 
will be sent to you upon request 
for M-2. 


The National City Company 
Main Office: National City Bank Building 
Uptown Office: 42nd St. & Madison Ave. 






























The significant point here to be borne 
in mind is that there is that difference 
between the tax liability of non-resident 
citizens and that of non-resident alien 
individuals. 


An Important Point 


As already noted, corporations are 
subject to the income tax. In this re- 
spect, corporations are treated in their 
legal aspect as a separate and distinct 
legal entity, apart from the  stock- 
holders. It is thus possible for the 
corporation to be taxed as such on the 
profits earned by it and for the stock- 
holders similarly to be taxed on these 
self same profits when distributed to 
them in the form of dividends. 

Certain corporations, however, are 
exempt from the tax. Some of these 
are labor, agricultural or horticultural 
organizations, mutual savings banks not 
having a capital stock reepresented by 
shares, fraternal beneficiary associa- 
tions, operating under lodge systems, 
domestic building or loan associations 
where substantially all of the business 
is confined to making loans to busi- 
ness, cemetery companies, co-operative 
banks, corporations organized exclu- 
sively for religious, charitable, literary 
or educational purposes, or for the pre- 
vention of cruelty to children or ani- 
mals, no part of. the net earnings of 
which enures to the benefit of any pri- 
vate stockholder, business leagues, 
chambers of commerce, boards of 
trade, civic leagues, pleasure clubs, 
farmers’ mutual fire insurance compan- 
ies, fruit growers’ associations and 
other like corporations. 

Trusts are subject to tax when the 
undistributable income remaining in the 
trustee’s hands exceeds $1,000. Such 
income includes amounts received by 
the estates of deceased persons during 
the period of administration, income 
held for future distribution under the 
terms of the will for unborn or unas- 
certained persons. The distributable 
income of a trust is taxable to the bene- 
ficiaries whether distributed to them or 
not. 

Partnerships as such are not subject 
to taxation, although required to make 
complete return of all income and ex- 
pense. The members of a partnership 
are taxed upon their distributive shares 
of the partnership net income. Of 
course, the form of the partnership ar- 
rangement must be looked into to de- 
termine whether or not the organiza- 
tion really is a partnership or a cor- 
poration, since in some states it is pos- 
sible to organize what is known as a 
limited partnership, but which is in ef- 
fect a corporation. The Treasury De- 
partment will go behind the popular 
name of the organization and may tax 
it as a corporation if in effect it is one. 

The next article will cover the ques- 
tion: “Who must make returns, and 
what are the rates of tax?” 


Special 


The reader's attention is called to a 
decision recently handed down by the 
Treasury Department, whereby the 
time in which the taxpayer is given an 
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opportunity to present exceptions to 
proposed additional assessments has 
been materially cut down. 

Formerly, it was the practise of the 
Department when it proposed making 
an additional assessment, to notify the 
taxpayer of the proposal, giving him 
twenty days in which to take exce) 
tion. If no exceptions were taken dur- 
ing that time, another letter was sent 
forward giving an additional thirty 
days. Unless a formal appeal were 
made during the thirty day period, as- 
sessment had to be made and no claim 
for abatement could, thereafter, be 
filed. The new procedure eliminates 
the first twenty-day notice. 

Taxpayers will, therefore, have to act 
immediately upon receipt of the thirty- 
day letter, known in the Department as 
the A-2 letter. An appeal must be mace 
to the Commissioner of Internal Rev- 
enue, either by submission of appeal 
briefs within that time or through a 
request for oral conference, to be hed 
not later than the expiration of the 
thirty-day period. If conference is re- 
quested, a written memorandum must 
be filed at least five days prior to the 
conference date, outlining the facts 
upon which the taxpayer bases his ap- 
peal. 

It is apparent that the Department 
realizes the tremendous task still ahead 
of it in connection with the auditing of 
returns filed for previous years and ‘s 
doing everything it can towards e 
pediting its work. 





THE DRAWBACKS OF A 
“HABIT OF MIND” 
(Continued from page 331) 








the conservation and distribution of the 
estate. Furthermore, an estate is spe- 
cifically exempt from all taxation if 11 
is in the form of Life Insurance (except 
that the excess over $40,000 is taxed wm 
der the Federal Estate Tax). 

There are hundreds of thousands o! 
self-supporting men and women in the 
United States who are striving to amass 
enough to maintain them during old ag 
by the savings-bank method. Their pro; 
ress is necessarily slow—painfully slo\ 
Often, after going ahead with their pl: 
for several years, the whole savings fur! 
is swept away by reason of its being “i 
vested” instead of left in the bank. Som 
times their earning power ceases befor 
their objective is reached. 

There are thousands of other men and 
women who are using the same means « 
building an estate to leave to their de 
pendents. The same handicaps—unce 
tain period of life, temptation to witl 
draw the savings and risk them els« 
where, etc.—affect them too. 

If only such men and women as thes 
would revise their methods up to moder 
standards, -using the Savings Bank fo 
its purpose and Life Insurance for it 
purpose, more financial programs woul’! 
be completed and there would be far les 
discouragement and disappointment. 


All these people need do is to get awa 
from that ingrained “Habit of Mind.” 
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NEARBY PROSPECTS 
FOR BUSINESS 
(Continued from page 316) 








aps him as a buyer to an important 
tent. 


Credit Situation at Turning Point 


[he credit situation in its relation to 


y siness is extraordinarily interesting at 


present moment. A survey of the 
sition of our banks shows great strength 
i gives promise of abundant supplies 
credit for any reasonable expansion of 
justry or trade that may be likely to 
-ur. An important phase of the sit- 
tion should, however, be noted. The 
Is held by reserve banks are now near- 
double what they were at low point 
out five months ago. Instead of re- 
ling after the crop-moving season they 
ve gone on growing. 


Slack Taken Up? 


[his appears to mean that credit has 
w been drawn up to such an extent that 


le “slack” which usually exists after a 
crop-moving season has been taken up; 


in other words, the backward flow of 


noney from the agricultural regions did 
30t have the effect of furnishing what 


is needed by business and leaving a sur- 
is, as has usually been the case, but 
ficed only to offset a part of the ex- 


winding requirements of business enter- 


ise. 

Business houses have apparently ob- 
ned what they could in the way of 
tick funds by dumping their securities 
the market and have then resorted to 


he banks which in turn have finally been 


liged to go to the reserve banks. Fur- 
‘r expansions of credit will accordingly 
granted on a somewhat uphill grade 


and this factor tends to make for higher 


ices and costlier financing. Conditions 
the sort are already moderately re- 


ected in rates of interest, although these 


ve been kept from rising as fast as they 
1erwise would by the prevalence of un- 
ily low rates at reserve banks and by 
inability of foreign countries to obtain 
y financing in this market. 


Outlook for Business 


The outlook for business, although rea- 
iably favorable, apparently does not 


old out the prospects of a continued 
com that had been foreshadowed for it 
some, but on the contrary indications - 


probable recession furthered by exces- 


ively high wages, maladjustment of 


ces and cost and unduly high com- 
idity prices in some lines are very defi- 
ely to be observed. Unfavorable con- 
ions of foreign demand continue, and 
re costly capital and credit are to be 
pected. There may be factors which 
ll reverse these indications, notably per- 
ps a change in foreign policy or the in- 


vguration of an inflationary period in 
wanking. These are not as yet positively 


sight, and so long as they are absent 
indications favor a check to, rather 
n an extension of, business activity 
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To Yield 7.69% 


Free from Normal Federal Income Tax 


Eastern Wisconsin Electric Co. 
7% Cumulative Preferred Stock 
Continuous dividends at the rate of 7% 
per annum have been paid since incorpo- 
ration of the company. 
| Earnings are now more than 244 times 
] annual dividend requirements. 
Electric light and power and gas business 
| contribute 75% of net earnings. 


Preferred stockholders are protected by 
carefully drawn restrictions. 





Descriptive circular on request for MW-D23 


ESTABLISHED te80 


Paine, Webber & Company 


a i— ., " 





BOSTON NEW YORK CHICAGO 
| S82 DEVONSHIRE ST. 28 BROAD &6T 208 LA GALLE ST 
| PHILADELPHIA WORCESTER MINNEAPOLIS 
ALBANY SPRINGFIELD ST. PAUL 
HARTFORD PROVIDENCE DULUTH 
MILWAUKEE OETROIT GRAND RAPIDS 


Members New York, Boston, Chicago, Detroit and Hartford 
Stock Exchanges 


New York Cotton Exchange Chicago Board of Trade 
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Investment Securities 
Our Investment Department 


will analyze your security 
holdings and make special 
reports as conditions change. 


We will be glad to forward 
our current list of offerings. 


LYMAN D.SMITH & CoO. 


Members New York Stock Exchange 


34 Pine Street 527 Fifth Avenue 
New York New York 


Telephone, John 4100 Telephone, Murray Hill 3700 











































HUTH & Co. 
30 Pine Street New York 
Telephone John 4320 


INVESTMENT 
SECURITIES 


Foreign Government 
and 


Municipal Bonds 


Weekly price list 
and descriptive circular 
on request 


Address Dept. MW 







































































EXEMPT FROM ALL 
FEDERAL INCOME TAXES | 


Priceto | 
Yield | 
*$150,000 State of Ala- 
bama 414%, June Il, 
eae .. 4.25% | 
*250,000 City of Toledo, 
Ohio, 434%, Nov. I, 
peep 4.35% | 
*100,000 City of Chi- 
cago, Ill., 5%, Jan. I, 
eee ere 4.40% 
50,000 City of Paris, 
Tex., Aug. 10, 1960/- 
EE RP ee 5.00% 
75,000 Eastland County, 
Tex., 54%%, Feb. 1, 
|, ees 5.25% | 
25,000 Stephens County, 
Tex., 544%, April 15, 
St ayuek wale ead .. 5.50% 


*Legal for Savings Banks and 
Trust Funds 


Full descriptive circulars of the above 
and further offerings sent upon re- 
quest for M.V. 


g@RAND ON: GORDoy 
‘WADDELL 


MUNICIPAL BONDS 


89 Liberty Street New York 
Telephone, Cortlandt 3183 | 
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FOREIGN TRADE 
& SECURITIES 


(Continued from page 309) 











There is little doubt, notwithstanding 
popular opinions to the contrary, that 
France has enormous undeveloped re- 
sources which can be made to produce 
large revenues. Prior to the war, she was 
adversely affected by lack of coal. The 
production of coal was about 40 million 
tons and the requirements about 60 mil- 
lion, so that one-third of the requirements 
had to be imported at a high price. As a 
result of the Peace Treaty France has 
gained large iron-ore deposits in Lorraine, 
the largest ore deposits in Europe. If she 
is able to come to some agreement with 
Germany whereby she will be provided 
with coal from the Ruhr mines, she should 
be able to develop an iron industry second 
only to that of the United States. She 
has already started to develop her hydro- 
electrical resources, and has doubled the 
amount of horse-power from 750,000 to 
1.5 millions in the past few years. It is 
probable that she will be able to produce 
about 6 million horse-power within a com- 
partively few years. 

Another asset that France will undoubt- 
edly develop is her colonies. These colo- 
nies have not been nearly as productive 
as the British colonies, but the industrial 
leaders of France have determined upon 
a program of colonial development which 
should produce good results within a few 
years. One of the difficulties of the co- 
lonial policy in the past has been bureau- 
cratic control, but the new spirit in France 
is determined to crush out this method 
and put in some other system that will 
produce better results. 


Conclusion 


It has only been recently that the 
French people have apparently realized 
the predicament they are in, and a move- 
ment has already started to bring order 
out of chaos. The group lead by Senator 
Berenger is insisting upon drastic finan- 
cial reforms, and this is the best news 
that has come out of France in many a 
month. Whether this feeling will be ex- 
tended to a point where it would be pos- 
sible for the French Government to col- 
lect a proportion of its revenues in direct 
taxation is uncertain as yet. Until the 
people are willing to be taxed and are 
willing to pay, the French Government 
has only one recourse and that is to meet 


the deficits by new borrowings or, in 
effect, through inflation. 
At the present time it would appear 


from all the indications at hand that the 
prospect for a permanent appreciation of 
the franc in the near future is most un- 
certain, and that in fact the balance of 
evidence tends toward a lower level for 
the franc for sometime to come. If the 
Government cannot make the people pay 
taxes it can tax them by inflation which 
affects them all alike. 

In conclusion it is certain that the im- 
mediate future of French finances is most 
uncertain. France has the opportunity to 
emerge from her present difficulties and 
she has shown in the past that she has 


sacrifices to make this possible. 
she will avail herself of her opportunity 
now is a moral factor of the greatest un- 
certainty. 





THE WAY OUT OF THE 
RAILROAD MUDDLE 
(Continued from page 303) 





the character to go through the necessary 
Whether 





Act will be amended in a way that wil 
extend the public control over the railroac 
corporations. The fundamental principle 
of cost of service will evidently be re 
tained but measures will be taken to ex 
tend government control over railroa 
financing, especially as it becomes moré 
evident that the real, fundamental cause 
of our transportation troubles is the phys 
ical inadequacies of the railroads and the 
urgent for more capital commit- 
ments, 

If this phase of the. problem is handled 
in a sound and constructive way, railroac 
directors will be prohibited from holdings 
railroad stock, and will be made pur: 
trustees. This would effectually elimi 
nate the control of railroad financing and 
other raliroad policies from the domina 
tion of big banking interests. The actual 
financial rehabilitation of the railroad 
could then be done under the auspices o/ 
the Interstate Commerce Commission or 
some other agency which Congress could 
create and railroad securities could be 
offered for public sale under competitive 
bidding. The making of railroad direc- 
tors pure trustees would also prevent any 
high operating costs which now come from 
intercorporate relations and interlocking 
directorates, which the Clayton and other 
laws have been unable to remedy for the 
reason that financiers and bankers actual 
ly in control may be represented in a com- 
munity of interlocking interests by dum 
my directors. 

The railroad labor problem is compara 
tively easy to settle by proper amendment 
to the existing law. These amendments 
have, as a matter of fact, been already 
suggested by conservative sources. The 
intent of the Transportation Act has been 
clear, but it has been fought by the rail 
roads and discredited by the déplorabl 
attitude of the Railroad Labor Board. 

What is needed to bring justice into th 
railroad labor situation is to amend th 
law, so that railroad employees may b 
specifically guaranteed (1) the right t 
organize into trade unions and to bargai! 
collectively with r.anagement throug 
representatives of their own choosing 
(2) a living wage to the unskilled or lov 
paid railroad worker with proper differ 
entials above this minimum for the mor 
highly skilled and hazardous occupations 
(3) the creation of regional and nationa 
boards of labor adjustment; (4) the pre 
hibition of the contracting out of railroa 
repair and maintenance work. If thes 
guarantees are made as rights which em 
ployes could invoke before the Labo 
Board and other agencies, the principa 
causes of discontent would be eliminate: 
Anti-strike legislation would be unneces 
sary as the only effective way to preven 
strikes is to remove the just causes whicl 
may lead to strikes. 
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THE 


MONTHLY SURVEY 


A Booklet on Investment 
Topics 


The December issue 
contains articles of 
interest on the stock, 
bond and grain 
markets; together 
with a brief sum- 
mary of world po- 
litical and financial 
news. 


Copy gladly sent you on 
request 


MOORE,LEONARD & LYNCH 


Members New York Stock 


Exchange 
111 Broadway, New York 
Pittsburgh Utica 
Sharon Erie 
Direct Private Wires To 
Pittsburgh Chicago 
Boston Philadelphia 





IMPORTANT ISSUES 


Quotations as of Recent Date 


Aeolian-Weber .............- 3 — 8 

RSS eo err 30 — 50 
American Piano ..........;;- 90 —.. 

| eee 85 —.. 
American Type Founders..... 63 — 66 
Atlas Portland Cement....... 58 — 63 
Babcock & Wilcox........... 135 —137 
DE TEIE, - ch ache os wehaweat 112 —114 
aa ere 100 —105 
i i a 100 —105 
OS ees 117 —119 
Congoleum Co., Ist pfd. ..... 91 — 95 
Congoleum Co., com. ........ 80 — 90 
Congoleum Co., “warrants”... 91 — 95 
Crocker Wheeler ............ 53 — 63 

SE) Gechaanenonual ces 95 —100 


Jos. Dixon Crucible...... 138 —142 
Gillette Safety Razor ........ *251 —25 
Ingersoll Rand .......... 110 —12 
New Jereey Zin. ...cccccsese 169 —172 
Niles-Bement-Pond .......... 47 — 50 
Phelps-Dodge Corp’n. ....... 162 —l€ 
Royal Baking Powder........ 1245 — 
errr reer. 37 —4 
ee eee 90 —9 
DO EM occewseaecas 114 —118 
Thompson-Starrett .......... 55 — 5Y 
Victor Talking Mach. (New) 160 —164 
Ward Baking Co. ........... 153 —158 
Sy Ere 150 —15 
ee Ee eee 159 —164 


*Listed on N. Y. Curb Exchange. 





URING the fortnight, the securi- 

ties dealt in in the over-the-counter 

market were firm and more active 
than for some tir:e past. There was a 
reactionary tendency in two of the issues 
tabulated above—Niles Bement and Sin- 
ger Manufacturing—but elsewhere slight 
advances were the rule. New Jersey Zinc 
was strong. 


An Active Feature 


A feature of the market was activity 
in the securities of the Congoleum Co., 
Inc., the well-known affiliation of the Bar- 
rett Co. The company’s new common 
stock, representing values as explained be- 
low, sold at a price which represents an 
advance in the equivalent of old stock 
from 60 to above 190. 

The present Congoleum Co., Inc., was 
formed in June, 1919, as successor to the 
Pennsylvania corporation which had been 
owned wholly by the Barett Co. Barrett’s 
interest in the present corporation con- 
sists of ownership of the entire $1,000,- 
000 shares of second preferred stock. 


The company manufactures water-proof 
floor coverings, art rugs, etc. Its product 
is not linoleum, but a form of linoleum 
sold under the registered trade name of 
“Congoleum.” Exclusive processes per- 
mit it to print in 20 colors and thereby 
enable it to reproduce unusual designs 
which competitors, limited to six or eight 
colors, cannot reproduce. 


Congoleum’s business, carried on fror 
a large number of distributing warc 
houses and salesrooms situated at various 
points over the country, has grown sub- 
stantially. At the present time, accor: 
ing to reliable advices to this department 
its large Marcus Hook (Pa.) plant 
working at capacity and some 20 or 20 
days behind on orders. The president « 
the company is authority for the state- 
ment that both sales and profits in 1922 
will be in excess of any previous year. 

Recently (November 27th) the stock- 
holders authorized an increase in the con- 
mon stock from 40,000 to 240,000 share 
Of this increase, 60,000 shares have been 
offered to holders at a price of $5 per 
share, in the ratio of 1% to 1, the pur- 
pose of the issue being to supply the cor- 
poration with additional working capital 
Although not officially stated, it is be- 
lieved that a considerable portion of the 
new capital will be used for the enlarge- 
ment of existing manufacturing facilities 
The remaining 140,000 shares of the new- 
ly authorized issu: will not be issued un- 
til.the directors deem it desirable, when 
they will be offered to shareholders on a 
pro-rata basis. 

Quotations in the securities of this 
company are shown above, with the stock- 
holders’ warrants for subscription to the 
newly offered stock valued $75-$80. The 
new stock is quoted 80 @ 90. 

A balance sheet of the company, as o/ 
June 30th, last, is attached. 














BALANCE SHEET OF THE CONGOLEUM CO., INC. 
AS OF JUNE 30, 1922 
(In Thousands) 

ee wuneneennseeks $542 I I oc cicgncwaeeeneein $463 
Marketable securities............... 85 i Ps <connee0es coos eseeee 1,400 
Accounts receivable................ 3,081 EY Mat hdileiidin dine <0 <<-deians 47 

DED cousdandcdstescddunde 1,862 
Total current liabilities $1,910 
Total current assets.............. $5,570 = Reserve for depreciation............ 1,508 
NE i es ee dees awmee 283 BEOTOMENS BEMEB. cc cccccccccccscees BD 
Plant and equipment............... 5,870 Ast preferred stock................ 1,883 
Prepaid insurance, etc.............. 235 Gn praferwed Gtecks. oo. ccc csccccess 1,000 
Good will and trade-marks.......... 1,001 ED WEN eoccccecccncesncees 650 
DE Mtanwiies GGhews dies 4,007 
$12,959 $12,959 
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TROUBLES OF THE FARM 
MACHINERY MAKERS 
(Continued from page 321) 








J. I. CASE THRESHING 


[his company specializes in heavy 
avm machinery and it also manufac- 
‘s automobiles. The company’s man- 


ment is a curious compound of 
h operating efficiency and _ evident 
: bility to place the company on a 


nd financial footing. Thus, though this 
conpany has shown high ability along 
production lines, the turnover of its capi- 

has been relatively slow and unsatis- 

tory. In 1921, for example, total sales 
ariounted to 17 millions with notes re- 
ce: vable around 6 millions, indicating that 
it took 4 or more months to collect its 
For this, of course, the manage- 

nt is not wholly responsible, as the 

mers themselves were very much tied 

during the period. However, the re- 
sult was to force the company to borrow 
heavily from the banks and this is about 
the situation at the current time. In 1921, 
the outstanding notes payable were about 
5.’ millions. Assuming a 7% rate for the 
privilege of borrowing, the cost to the 
company was about $400,000 or the equiva- 
lent of $3 a share on the common stock. 


DI iS. 


Earnings have been fairly erratic hav- 
ing ranged in the past 10 years from $1.59 
a share in 1914 to $41.27 a share in 1919. 
Last year there was a deficit of 1.5 mil- 
lions. The outlook is that the company 
will show a small balance this year. The 
dividend record has been equally erratic, 
dividends having been paid only in 1919 
and 1920 when in the two years combined 
$17 a share in cash and Liberty bonds and 
a stock dividend of 42.8% were disbursed. 


Normally the company should earn 
about $8 a share and in abnormally 
good years it can earn much larger fig- 
ures. However, the outlook is that the 
company will not be able to earn more 
than a small balance in this unsettled 
period. At current prices of 30 the 
common stock is not particularly at- 
tractive despite the fact that it has 
already declined very considerably 
from the highest prices of the year. 
For those, however, who are in a posi- 
tion to hold for an indefinite period 
this issue has possibilities. 


CASE PLOUGH WORKS 


This is a company which is burdened 
wth an exceptionally heavy load carried 
over from the period of deflation. It is 
remarkable for the fact that it has a cor- 
porate deficit—amounting to 3 millions— 
in-tead of a corporate surplus. The finan- 
ci.l affairs of the company are highly in- 
vlved and no dividends are being paid 
on either of its two classes of preferred 
stock, 

[he company, in its present form, was 

rporated in 1921 and started out well, 
earning over $5 a share on the common 
in the first year of its corporate existence. 
In the next year however—fiscal year of 
1921—there was a loss equivalent to $24 
a share on the common stock, wiping out 
the surplus and converting it into a large 
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deficit, as above stated. Business has re- 
cently improved but the company is in 
such a tangled financial condition that it 
is difficult to see how a reorganization can 
be escaped. Though the common stock 
is now selling at the exceptionally low 
price of 3 it is unattractive even in a 
speculative way. 


EMERSON-BRANTINGHAM 


This company is more or less in the 
same position as Case Plough. It has an 
enormous capitalization for a company of 
its comparatively small business, there be- 
ing 11 millions in 7% cumulative pre- 
ferred and 10 millions in common stock. 
The preferred has had an irregular divi- 
dend record having paid dividends inter- 
mittently from 1912 to 1920. No divi- 
dends have been paid since. The company 
has never shown adequate earning power 
for its high capitalization and its best per- 
formance was to earn $10.87 a share on 
its preferred stock in 1919, a year of ab- 
normally large profits for this industry. 
Last year, it incurred a deficit equivalent 
to over $41 a share on the common stock. 
That the company is in an unfavorable 
financial position can be seen from the 
fact that at the end of last year it had a 
corporate deficit of over a quarter a mil- 
lion and even though this deficit has prob- 
ably been made up this year, the company 
evidently can have no working capital to 
speak of. One of its chief difficulties, as 
with other concerns in the field, is to re- 
duce its inventories to a healthy state. 

The preferred stock is now selling 
at around 28, having lost the major 
portion of its advance this year to 
above 40. Even at current levels it 
seems very unattractive in view of the 
possibility that new financing will have 
to be undertaken it not an actual re- 
organization. The common stock is 
unworthy of serious consideration even 
as a highly speculative commitment. 


DEERE & COMPANY 


Only ‘the preferred stock of this com- 
pany is listed on the New York Stock Ex- 
change, the common stock being listed on 
the Chicago Exchange. This company is 
among the solid factors in its field. It 
produces large agricultural implements 
such as ploughs, harrows, tractors, etc. 
Capitalization consists of 35 millions in 
7% cumulative preferred and 17.9 millions 
common. There is also an issue of 10 
millions in 744% notes issued last year. 

Earning power since incorporation in 
1912 has been satisfactory, an average of 
$9.56 per share on the common having 
been earned during this period. In com- 
mon with other manufacturers in this 
line, it lost heavily in 1921, incurring a 
deficit after preferred dividends of 5.2 
millions. Nevertheless, despite this large 
loss, there was still a respectable surplus 
left of about 12 millions. That the com- 
pany is extremely conservatively managed 
is instanced by the fact that in spite of 
the large surplus it is paying only $3 a 
share annually on the 7% preferred. This 
stock is currently quoted at around 70 
with a yield of only slightly over 4%. The 
relatively high price is due to confidence 
in the company's ability to restore the full 
7% dividend. 








Invest 


Your Savings 


HETHER you have $100, $500, $1000 or more to 

invest, a careful reading of our current In 

vestment Guide will prove of great benefit to 
you. This book, just off the Em. is now in its 
136th Semi-Annual Edition, its 68th year. It points 
the way to 100% protection and most liberal in- 
terest return. 


68 Years’ Proven Safety 


Each Greenebaum First Mortgage Real Estate Bond 
is approved and recommended by the Oldest First 
Mortgage Banking House. For over two thirds of 
a century, every Greenebaum Safeguarded Bond, 
principal and interest, has been promptly paid. 


Send For Investment Guide 


Our Investment Guide will lead you to complete investment 
satisfaction and service, wherever you live. Send today 
No obligation incurred, of course. Use attached coupon. 


Greenebaum Sons 
Investment_Combany 


Ownership identical with Greenebawm Sons Bank 
and Trust Co —Combined resources $35,000,000 
FOUNDED 128556 
Oldest First Mortgage Banking House 


CORRESPONDE*!T OTTICES IN 890 C.TIES 
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; Greenebaum Sons Investment Company ; 
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| explains how to invest savings at the highest interest ; 
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Railways of 
France 


E have prepared a 32-page 

booklet describing the six 
private and state owned Rail- 
ways of France. This contains 
much original material gathered 
in France and covering the phys- 
ical traffic 
finances of the lines in the French 


characteristics, and 


Republic in comparison with im- 


portant lines in the United 
States. There is also a chapter 


on the various Agreements under 
which the French Railways have 
been operated since 1842, with a 
digest of the Agreement of 1921. 





Copy on request. 





BROWN BROTHERS & CO. 


ESTABLISHED 1818 | 
59 WALL STREET NEW YORK 
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ODD LOTS | 


are the purchases of an army | 
of small investors through- | 
out the country. Their in- | 
terests are as thoroughly | 
safeguarded as those of large 
investors. 


We specialize in the execu- 
tion of Odd Lot orders for 
any listed securities. 


An interesting booklet 
on Odd Lot investments 
will be sent on request 


Ask for No. MW. 


(istoim & (HAPMAN 


Mombere New York Stock Exchange } 
52 Broadway, New York City | 
Telephone BOWling Green 6500 
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ly by the truckload. They come from the 
elaborately furnished suites of oil graf- 
ters. They tell how such and such a com- 
pany, or group of companies is to be re- 
organized, how new leases have been 
acquired, and how by putting up a little 
more money the stockholders can win 
back the money they already have lost, 
and big profits to boot. 


Writers Get Percentage 


“The experts who do the letter-writing 
often get a percentage of the returns for 
their efforts—and it is no small percen- 
tage. 

“It is said that one recent ‘merger’ sent 
out last week a total of 250,000 letters to 
persons who previously had bought stock 
in the syndicate which this ‘merger’ now 
advertises it controls. These letters asked 
the stockholders to forward 25 per cent 
of what they originally invested. They 
promised, of cour-e, big returns. 

“This ‘merger’ is headed by men who 
long ago became known as out-and-out 
fakers. 

“It is such questionable business as this 
that has kept the receipts of the post- 
office steadily mounting—and the general 
reputation of Fort Worth moving in the 
opposite direction.” 

Then, there are agencies throughout the 
country who make a specialty of secur- 
ing names and addresses of people who 
are likely to invest money in stocks, com- 
piling these lists and selling them to va- 
rious fly-by-night organizations with a 
fake-stock issue to sell. These agencies 
are so thoroughly equipped, in many cases, 
as to be in a position to compose, print 
and mail all sorts of inducing letters for 
the fake companies, in addition to selling 
them their “sucker lists.” That is the 
reason why many people who have un- 
suspectingly gotten their names on “sucker 
lists” very often receive letters that are 
almost identical, word for word, from 
different parts of the country. 

The moral of this little story might be, 
“It is all right to try a sample before buy- 
ing, but beware of what may follow.” 





CONSOLIDATED TEXTILE 
CORPORATION 


(Continued from page 325) 











textile business if this backing proved 
the basis for a noteworthy expansion in 
the scope of the Consolidated Textile Cor- 
poration. 

The constructive developments of re- 
cent months, as outlined above, when 
considered together with the corpora- 
tion’s excellent trade position, indicate 
that Textile’s record from now on will 
be less ragged. The grave obstacles 
encountered early this year being no 
longer existent, the company seems 
likely to show a satisfactory recovery 
of earning power and over the long 
future it gives promise of substantial 
development. 








Established 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 





22 William St., 
New York 


55 Congress St., 
Boston 


Orders executed for future de- 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchange, Inc. 


COTTON SEED OIL 


On the New York Produce 
Exchange 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the N. Y. Stock Exchange 

















Established 1880 


James E. Bennett 


& Co. 


MEMBERS 


New York Stock Exchange 
New York Cotton Exchange 
New York Produce Exchange 
New York Curb Market 
Chicago Stock Exchange 
St. Louis Stock Exchange 
Chicago Board of Trade 
Kansas City Board of Trade 
St. Louis Merchants Exchange 
Minneapolis Chamb. of Com. 
Winnipeg Grain Exchange 








Winnipeg 
New York—PRIVATE WIRES—Denver 
New Orleans 


LISTED & CURB STOCKS—ODD LOTS 
DENVER OIL STOCKS 


332 S. La Salle St., Chicago 


BRANCHES 
Burlington, Ia. Memphis. Tenn. 
Cairo, Illinois Mendota, Ill. 
Cedar oe In Mexico, Mo. 


Danville, 
Decatur. i 


Milwaukee, Wis. 
Minneapolis, Minna. 
Monmouth, IIlinois 


City Quincy, Ilinots 
Jacksonville, IL St. Lous, Mo. 
Kankakee, [lL Sioux City, Iowa 
Kansas Streator, Illinois 


Storm Lake, 
Waterloo, lowa 
Mo. Watseka, Til 
Wichita, Kana. 













































































































































UNLISTED UTILITY BOND INDEX 
Asked Price Yield 
Adirondack P. & Light Ist. & Ref. 6s, 1950........ eeeeewecoeseecoes ice 95 5.30 
Adirondack Electric Power Ist 5s, 1962...... Cccccccccccccccccccccce A.. 101 5.90 
Time Tested Alabama Power Co. Ist 5s, 1946.......... eabadsandinereennniunts A.. 98 5.60 
Appalachian Power Co. Ist 5s, 1941......ccccccccccceccccccccccces Rx 89% 5.90 
Calif.-Oregon Power Co. Ist & Ref. 7%4s Series A, 1941. ..........04 B:. 105 7.00 r 
First Mortgage Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941........ c.. 103 6.70 
Central Maine Power Co. Ist 5s, 1949.......ccccescccccccccccccccs A.. 97 5.20 ; 
Bonds Central Georgie Power Co. let Ga, 1008. ...ccccccccccccccccccccccce A.. as 6.20 i 
4 i? Columbus Power Co. (Georgia) Ist 5s, 1936. .........-ccececeeceece a 96% 5.40 j | 
is oman | Colorado Power Co. lst Ge, 2088............sccccccsccccccccccccee B.. 98 5.30 p 
Salt | Consumers Power Co, (Michigan) Ist 5s, 1986. .........sceeesceees Boe 96 5.40 i Ci 
iv (Underlying I ) | Electric Development of Ontario 5s, 1938... .....cccceececcsceccece A.. 95 5.60 Si 
vila | Great Northern Power Co. Ist 5s, 1985. .......cccccccccccccccceccs B.. 95 5.55 | 
se ae ——e | Great Western Power Co. Ist & Ref. 7s Series B, 1950.............+ ss 106 5.55 u 
At | Great Western Power Co. 6s, 1946............ Sececcccccscoccoceoes A.. 93 5.60 i ns 
ton To Yield | Hydraulic Power Co. Ist & Imp. 58, 1951......00c.eeeeeeeeeeeeeece es 99 5.05 : 
Idaho Power Co. 5s, 1947........seeceees cccccccccccccccseccccocs Boo 93 5.50 , 
Y 7 5% to 8% | Laurentide Power Co. Ist 6s, 1946........ ssiidiamnatiadaptdintded B.. 95% 5.30 p 
3 4 Madison River Power Co. Ist 5s, 1985..... eeccccecececs eccece cece A.. 99 6.10 } ul 
a | Mississippi River Power Co. Ist 5s, 1951..... Sccccccceccccccccccess A.. 93 5.50 | \ 
: . | Niagara Falls Power Co. Ist & Cons. Mtge. Ga, 1950. ........220000 A.. 103 5.80 y 
| Complete information | Ohio Power Co. Ist & Ref. 7s, 1951......... cbitahtieerheenwees B.. 105 6.60 . 
upon request | Penn.-Ohio Power & Light Notes 8s, 1930........ eccese eeceeceoete Gee 103 7.50 . 
Potomac Electric Power Gen. 6s, 1923........ ecccecceccccccccesoes A.. 100 6.00 
ouahe | Puget Sound Power Co. Ist 5s, 1983..... Jincidahigeininnwecetin Rvs 88bid 6.00 y 
| Salmon River Power Ist 5s, 1952............e00 eevcccococccececes A.. 95 5.30 i IS 
F. J LISMAN & co. Shawinigan Water & Power Co. Ist 58, 1984.......cecceceesceceece Bic 98 5.25 i a 
heathen ne. Y, Breck Southern Sierra Power Co. Ist 6s, 1936..... Ccccccecccccocccccceses A.. 100 6.00 Vv 
Exchange since 1895 Seren tee aa ee _ lag wecccccce erccercccocccccocece 4 ° nine a 
61 Broadway, New York . s, e pce encccccccococose esseee seceus Wee . - 
i u 
GAS AND ELECTRIC COMPANIES ‘ b 
eh Bronx Gas & Electric Ca. let Be, 2908. ......ccccccccccccssccccscce B.. = 89 5.70 =|! b 
Buffalo General Electric Co. Ist 5s, 1980......ccccceccceceseeececs A.. 100 5.00 | li 
Canton Electric Co. Ist 5s, 1987..........0+ Scecccccccesecceceece B.. 96 5.45 S] 
| Cleveland Elec. lum. Co. 5s, 1989........+0. RGGI sicbininileds A.. 9 5.05 || » 
| Denver Gas & Electric Co. Ist 5s, 1949..... oe cccccecceces eccccccce A.. 96% 5.25 J 
| Duquesne Light Co. Pittsburgh 74s, 1986. ........eceeeeseececcece By. 107% 6.70 d 
Evansville Gas & Electric Co. Ist 5s, 1982. .......+.sceesesesscccccs B.. 92 6.05 
Indianapolis Gas Co. Ist 58, 1952........ a danhinnbinhenseanieets A.. 88 5.80 tl 
e Los Angeles Gas & Elec. Gen. 7s, 1981........ inthe ian ientend idan C.. 105 6.25 tl 
Chain S t Oo r e Nevada Calif. Electric First 6s, 1946....... shineseneesmlaseneanaien B.. 98 6.15 b 
Okla. Gas & Electric Ist & Ref. 7348, 1941.....ccccccccccecccscccces B.. 1038 7.20 d 
° Okla. Gas & Electric Ist Mtge. 58, 1929. .......cceccccccecssscecces A.. 97 5.50 p 
Rochester Gas & Electric Corp. Series B 7s, 1946. .........-seee00 Bue 109 6.25 t! 
Corpo rations San Diego Cons. Gas & Electric Ist Mtge. 58, 1989... .....0..sseeeees A.. 94 bid 5.60 
San Diego Cons. Gas & Electric Ist Mtge. Ref. Gs, 1989............. B.. 100 6.00 
Standard Gas & Electric Conv. S. F. 6s, 1926........ Ridubemwedenall B..« 100 6.00 u 
Standard Gas & Electric Secured 7%s, 1941..... e6eneecesccooecoons es 102% 7.30 t 
John T. Connor Co. Syracuse Gas Co. Ist 5s, 1046............ Sceebeawenesteuscsocsass A.. 94 5.30 7 
Twin State Gas & Electric Ref. 5s, 1958... ....-cccceccccceseccces ies 83 6.25 d 
Waldorf System, Inc. d 
TRACTION COMPANIES 8 
Securities listed on the Boston American Light & Traction Notes Gs, 1925. .........eeeseesseececee °B.. 101 5.65 : 
Bloomington Dec. & Champ. Ry. Co. Ist 5s, 1940. .........00 ee seeee Gy 70 bid 8.20 
Stock Exchange Danville, Champ. & Decatur 5s, 1988.....ccccccsccccccceccecsceces B.. 92 5.80 t 
Georgia Railway & Power 58, 1954. .......cceesceeccccceceeenecccs 8... 86%, 6.95 p 
Kentucky Traction & Terminal 5s, 1951. ........2-ceeeeeeeesecccee G.. 76 6.90 " 
— a . Knoxville Railway & Light 5s, 1946........ ee 86 6.15 
Descriptive Circulars on Request Milwaukee Light & Heat & Traction 6s, 1989........00.cssssceeees A.. 97 5.50 
Monongahela Valley Traction Co. Gen. Mtge. 7s, 1928.............+. C.. 99 8.20 
" ° Memphis Street Railway 5s, 1945. .......ceccccseccceccerseeenccne C.. 78 6.90 
Richardson Hill & Co | Northern Ohio Traction & Light 6s, 1926............0+s0eseseee ees B.. 96 7.10 ; 
b J ° Nashville Railway & Light 5s, 1958...........+.0- eeccererceseccess Bae 92 5.50 F 
Portland Ry. P. & L. Ist & Ref. Series A 74s, 1946............000- = 107 6.70 
Metablished 1870 Topeka Railway & Light Ref. Se, 1988..........sccececsseceeeeeees C.. 86 6.50 h 
Tri-City Railway & Light 5s, 1930..... PerrerTerrT eT TTT TTT TT TT Tie 6... 90 6.65 a 
United Light & Rys. Ref. 6s, 1982..... pebanedetnedtenieetbeteue 6.. 89 6.50 a 
50 CONGRESS ST. | United Light & Rys. Notes 8s, 1930......... bia adtialasiannitontianies é.. 106 bid 7.00 d 
BOSTON TELEPHONE AND TELEGRAPH COMPANIES t 
COPLEY-PLAZA HOTEL American Tel & Tel. 5-Year @s, 1924....... Sideiniuiehasiasbakibieds A.. 101 5.40 : 
Bell Tel. Co. of Canada Ist 5s, 1925.......... a aiateaeindalinal A.. 101 5.00 . 
Bell Tel. Co. of Pa 1st Refunding 7s, 1945........... i aieiccabiibiin S 108 6.20 P 
PORTLAND BANGOR Chesapeake & P Tel. Co. (Va.) Ist 6s, 1948...............644 A.. 95 5.40 
NEW HAVEN Home Tel. & Tel. of Spokane Ist 5s, 1936... .......-.0eeeeeeeeeees A.. 93 5.70 ; 
Western Tel. & Tel Collateral Trust 5s, 1932............... meinen Rvs 96% 5.40 p 
: Cc 
Membere of Now York, Besten and ‘Awiigh Grade. B—Middle Grade. C—Speculative. $ 
Chicago Stock Exchanges 
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PUBLIC UTILITY BONDS 
ARE STILL IN FAVOR 


Demand in Lighter Volume, But Jan- 
uary Investment Buying Should 
Be a _ Factor—Prices Have 
Held Up Well in Current 

~ Uncertain Markets 


HE recent decline in prices of prac- 

tically all securities, both stocks and 

bonds, has not been without its ef- 
fect on the market for unlisted bonds of 
public utilities, though to their credit, it 
can be said that they have not shown the 
same proportion of losses as some other 
classes of bonds. Generally speaking, the 
unlisted public utility bonds are still with- 
in a few points of their highs. Current 
prices are somewhat higher than the 
prices touched on the recent recession, but 
trading is reported in lighter volume. It 
was but natural that utility bonds would 
go with the market, as some of them 
shown on the accompanying table have 
idvanced up to twenty points over the 
year’s low prices for the more speculative 
Many of the better grade bonds 
ire up from five to ten points from the 
year’s lows. 

The recession has afforded an opportu- 
nity to pick up good bonds several points 
under prices prevailing a few weeks ago, 
but it is a question if the prospective 
buyer of bonds cannot pick them up a 
little cheaper later on. This may be re- 
sponsible for the lighter demand for 
securities, though investment demand after 
January 1 should have a stiffening ten- 
dency, barring a general decline in all 
the markets. Investors are still favoring 
the public utility securities after having 
been out of them for several years, and 
dividend increases and resumptions of 
payments on junior securities is fostering 
the demand. 

Another factor in the situation is .that 
investors are seeing many of the high in- 
terest-paying notes and bonds being called. 
There have been many securities called 
during the last two months. Public 
utility companies are replacing 7% and 
8% notes put out under the “inflation” 
stress of dear money with 6% and even 
5% bonds. The call privilege which at- 
taches to many bonds and notes is an im- 
portant factor in making purchases of 
investment securities at this time. 


issues. 


Northern Ohio Traction & Light 


Northern Ohio Traction & Light 6s of 
1926 show an attractive yield at current 
price of 96. They are callable at 101. If 
held to maturity, less han four years, an 
appreciation of four points to par will give 
a yield of 7.10%, and even if not held to 
due date a yield of better than 6% is 
shown. Contrary to the name, the trac- 
tion is the small end of the business. The 
electric light and power business is by far 
the larger part of its business. The com- 
pany operates in a good territory. 

Gross earnings for four months ended 
April 30, last, amounted to $2,891,985. 
Net after taxes and available for interest 
charges on funded debt amounted to 
$914,105. This compared with gross for 
twelve months ended December 31, 1921, 
of $8,591,000, and net for interest charges 
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of $2,105,343. Corresponding 
ment is shown in later earnings which are 
well ahead of last year. The company 
was hard hit in 1921, due to industrial de- 
pression, but is coming back in good shape 
this year. 


improve- 





LIVERMORE’S METHODS 
ANALYZED 


(Continued from page 352) 








portunity. It is from this point, if cor- 
rectly located, that his pyramiding opera- 
tions may be begun with the greatest 
possibility of success. His experience 
proves that, as a rule, it is not wise to 
extend pyramids far from their base, for 
thus the average price of his commitment 
is such that an important reaction may 
throw the transaction into a heavy paper 
loss. This is the basis of his favoring a 
limited pyramid. 


(To be continued in an early issue) 
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Bond Buyers Guide.... 311 
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International Harvester ; 321 
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Brokerage Service 


In Listed Stocks 


Personal attention to 
the requirements of 
clients. 


Rapid executions and 
prompt reports. 


Statistical information 
and balance sheets 
showing positions of 
corporations and rail- 
roads. 


Correspondence Invited 


joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
61 Broadway New York 


Telephone Bowling Green 7040 
GUARANTEED STOCKS 
RAILROAD BONDS 
FOREIGN BONDS 























Bonds 
Grain 
Sugar 


Cotton 
|| Coffee 
| Oil 


Orders executed for Cash or Con- 
servative Margin 


PRIVATE WIRES THROUGHOUT 
THE SOUTH 


| 
| Stocks 




















FENNER & BEANE 


Members of 
New York Stock Exchange 
New York Cotton Exchange 
New Orleans Cotton Exchange | 
| Chicago Board of Trade 
| New York Produce Exchange 
New York Coffee & Sugar Exchange 
| Louisiana Sugar & Rice Exchange 
| Associate Members of 
Liverpool Cotton Exchange 


NEW YORK NEW ORLEANS 
(Ground Floor) 
27 Wiiem st. 818 Gravier St. 


Telephone Broad 3272 





























Investing 
January Funds 


Canadian Government, 
Provincial and Municipal 
in view of their 
high-grade character and 
merit the 
consideration of 
conservative investors, both 
institutional. 
Such bonds are now obtain- 
able at prices to yield from 


bonds, 


present price, 


careful 


private and 


5.10% to 5.75% 


Principal and interest payable in 


U. S. Funds 


Particulars W-1223 on request 


Wood, Gundy & Co. 


Incorporated 


14 Wall Street, New York 


Winnipeg 
Montreal 


Toronto 
London, Eng. 




















8% PLUS 


We can offer a small 
amount of the 8% Pre- 
ferred shares, in a well- 
established Canadian in-. 
dustry, having surplus 
assets of $1,610,000, and 
earnings for 1921 of over 
$233,000 with big in- 


increases this year. 


This Company has assets 
of more than $265.00 
back of each preferred 
share, and earnings suf- 
ficient to meet dividend 
requirements five times. 
Price 100, carrying a 


20% bonus of Com- 
mon Stock. 


A special circular will be 
mailed upon request. 


Houssrr Woop.” 


INVESTMENT BANKERS 


10-12 King Street, East 
TORONTO CANADA 





(COMPANY 




















Canadian Securities Dept. 















PULP & PAPER 
Div'nd Recent 
Rate Bid Asked 
NE Gis 6005009000058 64% 65 
62 UE CED c ccccescccce 36% 36% 
6 Laurentide (M)........... 944% 94% 
3S OO PS 45% 
7 Spanish River (M)........ 947% 95% 
a “ES Bena 103 104 
PUBLIC UTILITIES 

8 Bell Tel. (M & T)........ 114% *114% 

et, “NT sscasccameewees 2.25 2.30 
4 Brazilian Tr. (M & T)..... 423% 42% 
6 Can. Gen. El. (M & T).... 814 82 
36 Com. Ges (3)... cccccccces 155 157 
10 Mont. Tram (M).......... 156 158 

5 Montreal Power (M)......10154 101% 
6 Ott. Power (M & T)...... 90% 91 

7 Shawinigan (T)........... 111% 112% 
o- Que. Rwy. (BE)... .cccccce 22% 23 

* Ex-rights. 














ACTIVE SECURITIES | 
DEALT IN ON MONTREAL AND TORONTO STOCK EXCHANGES 
(Quotations in Canada) 





| 
ti 
MISCELLANEOUS i} 








Div’nd Recent | 
Rate Bid Asked | 
$6 Asbestos (M).............. 64% 65 | 
.. Atlantic Sug. Refrs. (M).... 23 24 | 
.. Br. Col. Fish. (M)........ 25 28 
. Brit. Emp. Steel (M) 10 |! 
do. 2nd pfd. (M)........ 25% 
Can. C. & F’dry (M) $1 
«. GOO. Gib Pancescece 67% 
6 Can. Cement (M)..... 77y 77% 
.. Cons. Smelting (M)....... y 27 
.. Dom. Canners (M)........ 82 324 | 
7 Dom. Glass (M & T)...... 87% 87% 
on We BO Clipe cccceacececes 36 40 
8 Canadian Cottons (M)..... 117 ~—:118 
12 Dominion Textile (M).....176% *178 
8 Penmans (M)...........-. 126 128 











NVESTMENT conditions in Canada 

have been generally satisfactory dur- 

ring the last month. Security prices 
eased off only moderately in spite of the 
unusually sharp decline that occurred in 
the New York market, and in recent ses- 
sions the market tone has been firm. Evi- 
dently, the amount of buying for purely 
speculative account has been comparative- 
ly small. 

Money conditions. which ruled some- 
what tight during November, have eased 
up considerably in recent weeks. There 
is a good supply available at present rates, 
and the prospects are for relatively easy 
money conditions for an extended period. 


Textiles at High Levels 


In reviewing the features of the invest- 
ment market, it is worthy of note that all 
the Canadian Textile stocks are today 
selling at record-high levels. This situa- 
tion reflects the strong position of the Ca- 
nadian textile industry. Such issues as 
Dominion Textile, Penmans, Canadian 
Cottons, Wabasso Cotton, Canadian Con- 
verters, etc., are now ranked among the 
hhigher-grade investment mediums, with 
less of the speculative tinge about them. 
As will be seen from the table overhead, 
the first three of these securities are sell- 
ing on a fair yield basis, Textile offering 
6.81%, Penmans 6.35% and Canadian Cot- 
tons 6.83%. 


Canadian Cottons, Ltd. 


Canadian Cottons, Ltd., was organized 
in 1892, the present name being adopted 
in 1910. Its properties include mills at 
Cornwall, and Hamilton, Ont., Milltown 
and Marysville, New Brunswick, and St. 
Paul (suburb of Montreal). In 1911, the 
company acquired a controlling interest in 
the Cornwall & York Cotton Mills Co., 
which owns and operates two mills at St. 
John, N. B. Canadian Cottons also owns 
two valuable water-power sites at Mill- 
town, N. B., and Cornwall, Ont.. The com- 
pany manufactures cotton-piece goods. 

Over the last six years, the company’s 
record has been consistently good. Thus, 





it has been able to show large balance: 
earned on its common and preferrec 
stocks, as will be seen from the following 
table: 

Earned on 


Pfd. Com. 
rere | 10.2% 
NE eek bis ache 14.9 12 
ee oe 16.8 14.6 
Ee 19.1 
ere 34.4 38.3 
SRE ey 13.1 9.6 


The same period has been marked by a 
steady upswing in value of the company’s 
sales, as instanced by the following: 

Total Sales 


BRE ome $5,540,000 
ME dnckemenmeuek cacdakeae 5,719,000 
eer errr 7,574,000 
TN inka a ae soeenansiedl 10,828,000 
Seon mien er 11,148,000 
____ RN ars renee 11,231,103 


Under conditions as they have existed 
since March 3lst last (the company’s fis- 
cal year), Canadiai. Cottons has been able 
to materially ex and its activities and 
earnings. Barring setbacks in the next 
three months, it should be able to show 
very satisfactory results for the current 
year. 

Dominion Glass Co. 

The dividend rate on the stock of the 
Dominion Glass Co. is now 7%, giving 
the stock at present prices a yield basis 
of approximately 8%. 

Here is the record of the Dominion 
Glass Co. over the last three years: 

Income Account 
(In Thousands) 
1919 1920 1921 





re $632 $768 $700 
Bond. Int. ...... 120 120 120 
Skg. Fund ..... 50 50 50 

_ areeere $462 $588 $530 
 * 182 182 182 
Com. Div. ..... 170 170 255 

es $110 $236 $93 


(Please turn to next page) 
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Consult 
Us 


Close upon Forty Years’ 
experience in the Invest- 
ment Securities field quali- 
fies us to advise you intel- 
ligently on any matter 
pertaining to the purchase, 
sale or exchange of Cana- 
dian Government, Munici- 
pal and Industrial Bonds 
and Stocks. 





It will be a pleasure to 
serve you. 


HANSON BROS. 


Investment Securities 
Founded 1883 


160 St. James St., 
Montreal. 




















CANADA— 


Canada today offers the 
American Investor a prolific 
field for investment. Interest 
returns are higher, profit pos- 
sibilities greater, and safety 
unquestionable. 

Those who wish to keep in 
touch with conditions and op- 
portunities in Canada should 
subscribe to and study care- 
fully each week 

The 

Canada’s Leading Financial 

Publication 

Issued once each week, this 
publication covers thoroughly 
business and financial condi- 
tions in Canada from Coast 
to Coast. 

Subscribers have placed at 
their disposal our Inquiry De- 
partment, which answers 
without cost all inquiries re- 
garding investments or busi- 
ness in Canada. 

A sample copy will be 
mailed upon request. $3.50 
per year, $2.00 six months. 





Publishing Company 
333 Craig Street W. 
Montreal, Que. 





CANADA 








A Field for Investment 





Financial Times 





The Financial Times 


34 King Street W. 
Toronto, Ont. 
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The company is capitalized with $2,600,- 
000 of 7% (cumulative) preferred stock 
and $4,250,000 common, both of par value 
$100. The two issues are authorized in 
the sum of $3,000,000 and $5,000,000 re- 


spectively. Its funded debt consists of 
$1,503,300 Ist 6s, maturing in 1933. 

The earnings from the company’s bus- 
iness—which is the manufacture of glass 
bottles, jars and other staple glass prod- 
ucts, have been comfortably large by com- 
parison with the capitalization. Thus, 
over 20% was earned on the preferred in 
1921, and 8.17 on the common. 

Under normally good investment con- 
ditions, this issue would merit considera- 
tion as a speculation of some possibilities. 





MEN WHO HAVE FORGED 
AHEAD IN 1922 


(Continued from page 305) 








it will be his actions by which his di- 
rection of the bank will be judged. 
There has been plenty for Mitchell 
to do. He became the bank's chief 
executive officer while the industrial 
and banking world was still in the grip 


of the deflationary tempests. Affairs 
in respect of foreign markets were 
particularly demoralized, and there was 
only a shadow of order in our own 
country. To guide the huge National 
City enterprise through this turmoil 
has been a man’s work. 

But Mitchell has tackled it and is 


“going through” with it, just as he has 
tackled and gone through with other 
jobs in the past. Perhaps the man’s 
physical energy has something 
with his success. Perhaps the health 
and vigor he maintains by walking 
from his uptown home to his Wall 


Street office every day have been his 


secret. 


At any rate, he has proven title to 


recognition as one of the forceful 
leaders of the present day. 
Has enough been said? Do 


examples, chosen at random, 


these 


the theory that we are leaderless? If 


combat 











Province of 


ALBERTA 


6% Gold Bonds 
Due Dec. 1, 1941 
Payable in New York 


fourth 
the 


It is a country 


Alberta is 


Province 


the 
in size in 
Dominion. 
| of agricultural wealth and 
is the leading Province of 
the West in 
Moreover, it is estimated 
that Alberta has 14% of 


the world’s available coal 
supply. 


Price to yield 5.40% 


Rutter & Co. 


14 Wall St. 37 Lewts S&. 
NEW YORK. HARTFORD 


dairying. 























to do 


ANADIA 


Securities 





The vast natural resources of 
Canada, her immense water 
powers, her gold and silver 
mines, her great wheat-growing 


not, each one could be duplicated areas, have just begun to be 
many times. developed. 

What the country needs is not : 
leaders. It has them. What the coun- Canada is one of the most 


try needs is’ men and women willing 
willing to 
toward 
and economic develop- 


leadership, 
that leadership 


to recognize 
march under 
the industrial 
ment of the land. 


richly endowed countries in the 
world. Her national finances 
are sound; her provinces and 
municipalities are prosperous; 
her industries are thriving. 


Investment in Canadian Govern- 
ment, Municipal and Cou:pora- 





OPPORTUNITIES IN 
PREFERRED STOCKS 
(Continued from page 329) 


tion securities is bringing ric 
returns to thousands of United 
States investors. 


Let us send you our selected 








list of Canadian offerings and 





Julius Kayser is the largest manufac- 
turer in the country of silk gloves and is 
also a large manufacturer of silk and knit 
hosiery, silk and cotton ribbed underwear, 
dress net and veilings. The bond issue of 
4 millions was put out early in 1922 for 
the purpose of increasing the silk hosiery 
end of the company’s business. Additional 
capacity planned will increase output to 
about 600,000 dozen a year. Ratio of cur- 
rent assets to current liabilities is five to 


tell you how you can increase 
your investment income in this 
remunerative field. 


Graham. Sansoné (a 


LIMITED 


INVESTMENT BANKERS 
TORONTO, CANADA 
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M. S. Wheelwright & Co. 


LIMITED 
Royal Insurance Bldg. 


Montreal 


518 Grain <xch. Bldg., 
Calgary, Alberta 


63 Sparks St., 
Ottawa, Ont. 




































MONTREAL TRAMWAY 


FIRST and REFUNDING 
5% BONDS 
Due July 1, 1941 


Principal and semi-annual interest 
(Jan. 1! and July 1!) payable at 
Montreal, New York, Chicago or Lon- 
don, Eng. 
Price $91.90 and Interest 
Yielding over 5.70% 
Moody’s Rating “‘A’’. 


H. R. BRERETON & COMPANY 


Municipal and Corporation Bonds 

220 Dominion Bank Building 

Cor. King & Yonge Streets 
TORONTO, CANADA. 























































Do You Handle 


Canadian Securities ? 


This department is acting as a 
market place for these securi- 
ties, bringing them to the at- 
tention of forty thousand 
American investors every 
month. Financial houses 
handling securities should take 
advantage of this department. 
It will appear again in our is- 
sue of Jan. 20th. We will be 
glad to mail you detailed in- 
formation upon request. 
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one indicating a decidedly strong financial 
structure. 

At present price of 102 the preferred 
stock yields 7.8%. This is an unusually 
liberal return for a security that is as well 
fortified as this one is from both an earn- 
ing and asset standpoint. 


Cosden & Co. 


Cosden & Co. 7% cumulative preferred 
stock has preference over the common as 
to assets as well as dividends. It is re- 
deemable at 120. A sinking fund provides 
for the retirement of 2% of the total issue 
annually. 

The $6,993,740 preferred stock is fol- 
lowed by 1,398,314 shares of common 
stock of no par value on which dividends 
are now being paid at the rate of $4 per 
share per annum. For the six months 
ended June 30, 1922, company reported 
earnings equal to $92.53 per share on the 
preferred stock. 

Through the recent sale of 187,000 
shares of common stock at $41 a share 
Cosden has strengthened its financial posi- 
tion and the ratio of current assets to cur- 
rent liabilities is now about 3% to 1. 

There is a remarkably large asset value 
behind the preferred stock. Net assets of 
the company as shown in the balance sheet 
as of June 30, 1922, are equal to approxi- 
mately $1,000 a share on the preferred 
stock. At present price 100 to yield 7% 
the preferred stock appears to be under- 
valued. 





SEMI-SPECULATIVE 
INVESTMENTS 

1. Famous Players Preferred 

2. California Petroleum Pfd. 

3. Mack Truck Ist Preferred 








Famous Players is engaged in a com- 
paratively new industry and one that it is 
felt has not been thoroughly stabilized. 
While this may be true, Famous Players 
is by far the strongest company in the in- 
dustry and although earnings may not 
continue at the very favorable rate of the 
past few years it should be able to give a 
reasonably good account of itself. For 
the years 1921 and 1920 earnings were over 
six times preferred dividend requirements 
and in the six months ended June 30, 1922, 
21.77% was earned on the preferred. 

The 8% preferred stock is preferred as 
to assets as well as dividends and a sink- 
ing fund provides for the purchase or re- 
demption of 3% of the total issue each 
year. It is convertible into common stock 
at any time at 120. Consent of two-thirds 
of outstanding preferred is required be- 
fore any mortgage or long-time note debt 
can be created. 

Balance sheet as of December 31, 1921, 
shows net tangible assets equal to about 
$300 a share on the preferred stock. This 
is after deducting good will carried on the 
balance sheet at nearly 8 millions. At 98, 
to yield 8.1%, the preferred is an attrac- 
tive semi-speculative investment. 


California Petroleum 


California Petroleum 7% cumulative 
preferred stock shares pro rata with com- 
mon stock in dividends over 7% per 
annum. It is preferred as to assets as well 
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as dividends. Callable at 120. In 1919 all 
back dividends were paid up and the regu- 
lar rate has been maintained since that 
time. For the nine months ended Septem- 
ber 30, 1922, the company reported $19.36 
per share on the preferred. The invest- 
ment position of the preferred stock has 
been improved by the conservative policy 
of the company in putting the substantial 
profits of the past several years back into 
the property instead of paying dividends 
on the common stock. The company has 
a large settled production in California 
and while earnings may fall off due to the 
lower price now prevailing for Coast 
crude, they should be sufficient to cover 
the preferred dividend with a fair margin 
to spare. 


Mack Truck 


Mack Truck Ist preferred is preferred 
as to assets as well as dividends. In 1921 
the company only earned $1.16 per share 
on the Ist preferred stock due to the very 
unfavorable conditions prevailing in that 
year. In 1922 earnings recovered rapidly 
and for the nine months ended Sept. 30, 
1922, $25.41 per share was earned on the 
Ist preferred. After deducting good will 
net assets as of September 30, 1922, were 
equal to $250 a share on the Ist preferred. 
Mack Truck is dominant in its field, which 
is the manufacture of the larger sized 
trucks, and appears to have a prosperous 
future ahead of it. When it is considered 
that the working capital of the company 
alone is equal to $181 a share on the Ist 
preferred stock at present price of 93, to 
yield 7.5%, it appears very attractive as a 
semi-speculative investment. 





ANOTHER VIEW OF THE 
SOUTH 
(Continued from page 319) 











tions are normal, it is clear that distinct 
progress toward a sound and safe volume 
of trade is being made. Reports received 
from member banks show that the ma- 
jority of them are emerging from the 
toils in which they came involved by con- 
ditions arising out of the war, and are 
now in position to care for their cus- 
tomers’ needs without excessive strain. 
Increases in both demand and time de- 
posits show a healthy betterment in the 
economic status of the banking public, 
and increased debits to individual ac- 
counts reflect a growing volume of busi- 
ness transactions. Business failures in 
the Fifth District numbered 91 in Octo- 
ber, compared with 109 during the same 
month last year. Labor is almost nor- 
mally employed, and wages no longer 
show a declining tendency. Coal is be- 
ing produced in sufficient quantities to 
meet current needs, and _ transportation 
facilities are gradually catching up with 
the demand for cars. Fifth District tex- 
tile mills are leading the country in the 
number of active spindle hours, and to- 
bacco factories are operating full time. 
Building operations continue to break rec- 
ords for this season of the year, and re- 
tailers and wholesalers are sharing in the 
generally increased trade activities. Re- 
ports from many sources indicate that 
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the fall marketing of crops is distinctly 
improving the credit situation, and collec- 
tions are becoming better throughout the 
District.” 





CONDITIONS IN CALI- 
FORNIA 


(Continued from page 318) 











raise 10 millions she put up half a million 
herself and got the rest from New York. 
Now the situation is very much reversed. 

Returning to finance. Bank statements 
reflect the growing power of the State. 
In a recent review State Superintendent 
of Banks Jonathan S. Dodge dealt with 
the trying past five-year period. In this 
review, attention was called to the fact 
that California was the only state which 
in no way suffered from the war. Dur- 
ing that five-year period it was able “to 
absorb the evils of deflation and its de- 
preciated dollars”—and not only emerged 
unscathed from the tremendous trial but 
continued to increase in wealth, produc- 
tivity and new enterprise until it is now 
richer than when the war began. On June 
20, 1917, the state banks of California 
possessed aggregate assets, both savings 
and commercial, of 929 millions of which 
251.6 were commercial, 667.1 were sav- 
ings assets. On June 30, 1922, aggregate 
assets of the state banks amounted to 
1,657 millions, an increase of 728 millions, 
making California one of the dominant 
savings states of the Union. 

This year the crops have been excep- 
tionally good and there will be plenty of 
money in the state. The result has been 
the flow of funds toward eastern centers 
for investment. Californian business men 
are optimistic over the outlook for their 
State and justifiably so. 





STOCKS THAT SEEM 
HIGH ENOUGH 
(Continued from page 323) 











of the restoration of dividends, and the 
uncertain financial position of the com- 
pany, makes it an undesirable issue to 
hold for investment. 


Conclusion 


Selling currently at around 35 and giv- 
ing no return and with small possibilities 
of giving a return, the stock is not invit- 
ing. Furthermore, the road is in a posi- 
tion which may warrant eventually the 
scaling down of the funded debt which 
would render the position of the preferred 
shareholders rather unenviable. Selling 
around the same price are a number of 
other issues, though without the senti- 
mental attractions which St. Paul pre- 
ferred holds, and it might be good policy 
to switch into those issues. In invest- 
ment, sentiment is far less an asset than 
earning power and St. Paul in the past 
few years has not demonstrated earning 
power sufficient to give good investment 
standing to its preferred stock. 


for DECEMBER 23, 1922 
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A Service For 


Busy Men 


You are a busy man. 


Trading in stocks is a business in itself. 


You cannot attend to your business and 
be an expert trader at the same time. 


The business of The Trend Letter Trad- 
ing Service is to guide traders. Its 
experts watch the market all the time— 
from ten to three—as well as after it is 
closed; for then they can study it to 
best advantage. 


Why not engage The Trend Letter 
Trading Service to watch the market 
for your You doubtless have excellent 
judgment, but have you had as broad 
experience? 


We have both the judgment and the 
experience. 


Success in stock trading consists of a 
series of transactions of equal amounts 
of stock in which the profits exceed the 
losses. That is all anyone can accom- 
plish in this difficult business. 


Why not see what we can do for you? 
For full particulars, fill out and mail the coupon. 


ee ee eae eae eee aes seen a a eee aaa a aa 


THE TREND LETTER TRADING SERVICE, 
42 Broadway, New York City. 
Dear Sirs: Without obligation, please mail me full information 
as to how your service can help me make more money from my 


investments. 

Ee nes ee ee eae Pe. (scene nhesat@esenes 
ee es Dt Ac case teneaenesepewet 
Dec. 23 



































WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 


lll Broadway, New York 





Members New York 
Stock Exchange 


BROOKLYN BALTIMORE 
186 Remsen St Keyser Building 

















Hydro-Electric 
Light and Power 
Securities 


We are specialists in high- 
grade listed and unlisted 
public utility securities. 
Offerings, quotations, and 
analyses on request. 


Send fer eur “Service” Booklet 





BAKER, YOUNG & CO. 


50 Congress Street 
. Boston, Mass. 
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MARKET STATISTICS 


N. Y. Times 
N.Y. Times Dow, Jones Avgs. -——50 Stocks—— 

40 Bonds 20Indus. 20 Rails High Low Sales 
iets, Gee: On. csi cnaksdusan 78.78 95.10 85.16 84.70 83.09 740,067 
GE: Diiscccksnvnnena 78.71 95.03 84.31 §3.63 82.47 646,825 
Wednesday, Dec. 6............ 78.70 96.73 94.51 84.00 2.43 745,695 
EOE, BRB. Foc cvcccccceses 78.80 96.91 84.39 85.02 83.66 982,503 
TU oink wraoneie 78.71 97.88 84.56 85.13 83.67 862,220 
Saturday, Dec. 9.............. 78.56 97.72 84.60 85.28 84.46 448,538 
Monday, Dec. 11............-. 78.66 97.85 84.35 85.39 84.33 694,798 
Wee, Tee. BB. oa scscncsens 78.75 97.75 8454 8583 84.09 734,789 
Wednesday, Dec. 13........... 78.85 98.28 84.83 86.17 85.09 858,158 
Thureday, Dec. 14... ......000. 78.74 98.19 84.88 85.93 84.85 900,777 
. BOS eae 78.71 98.03 84.58 85.70 84.64 921,566 
Saturday, Dec. 16.........000. 78.63 98.13 84.59 85.49 84.83 507,000 








BANK RULINGS AND DE- 
CISIONS 


(Continued from page 344) 











case, had before him the appeal in Ameri- 
can Bank & Trust Co., vs. Federal Re- 
serve Bank of Atlanta, and reaffirmed 
completely the decision rendered on March 
11, last, by the district court for the 
Northern district of Georgia. In this it 
is held that Federal Reserve banks may 
collect all checks payable on presentation, 
including checks drawn on non-member 
banks, but cannot pay exchange charges 
and may employ any proper instrumen- 
tality or agency to collect checks drawn 
on banks which refuse to remit without 
the deduction of exchange charges. 


Essence of Decision 


The essence of the decision is found in 
the statement that “in the absence of any 
showing that the Appellee Bank consented 
to or approved of the use of any unlaw- 
ful means of enforcing or promoting the 
adoption or carrying out of the policy or 
plan of making bank checks collectible at 
par, the fact that the Appellee Bank was 
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in accord with other Federal reserve 
banks in adopting that policy and attempt- 
ing to bring about the general acceptance 
and adoption of it cannot properly be 
given the effect of making the Appellee 
3ank responsible for unlawful act done 
in the effort to enforce that policy by or 
at the instance of other Federal rcserve 
banks . . . it follows that the evidence 
offered to prove the use by or of other 
reserve banks of unlawful means to ac- 
complish the alleged common purpose was 
properly excluded.” 


The Kentucky Case 


This leaves the Court to comment upon 
the recent Kentucky case handed down in 
the case of Farmers & Merchants Bank 
of Catlettsburg, Ky. In that case, says 
the Judge, the opinion “shows that the 
granting of a preliminary injunction .. . 
was influenced by the showing made that 
the defendant bank by its authorized 
agents adopted what well might be deemed 
to be unwarranted methods in collecting 
checks on the plaintiff banks. That case 
is plainly differentiated from the instant 
one by the above quoted explicit finding 
in the latter to the effect that the evi- 
dence did not sustain any charge in the 






















bill as to improper conduct by the Appel- 
e Bank or its agents. We do not think 
iat the opinion shows that our above in- 
icated conclusions in the instant case are 
1correct.” 

This is practically equivalent to a state- 
rent that in the opinion of the court the 
alidity of par collection depends upon 
1e methods that are employed in apply- 
ig it. 


The report of Secretary of the Trea- 
sury Mellon sent to Congress on Decem- 
ter 5 furnishes a review of the present 
ebt situation and particularly of the in- 
‘rest paid on foreign obligations which 
iffers from any thus far made public. 
he Secretary summarizes the interest 
1id on our foreign holdings of bonds as 
)llows : 


To Nov. 15, Nov. 16, ’21- 


Country: 1921 Nov. 15,22 Total 
telgium .. $10,907,281 ........ $10,907,281 
WER senes 1,442,922 $416,810 1,859,733 
zechoslovakia 304,178 ........ 304,178 
COMED cccs MEUEED —sowcecccces 129,570,376 
it. Britain 247,844,685 103,812,500 351,657,185 
TOCSB cee Sn § § s<esecas 1,159,153 
taly ..00. of ! dh Uhre 57,598,852 
iberia ... C—O 861 
toumania.. a EE 263,313 
BEES scce 4,872,811 2,612,744 7,485,555 
erbia .... ee” =-éandeses 636,059 





Total. . . .$454,600,495 $106,842,054 $561,442,5 


Interest payments made by Great 
jritain were as follows: 


Interest on 


obligation 

given for Interest on 
date of Pittman silver other obliga- 
ayment: advances tions Total 
April 15, °22.$1,372,500 =«......... $1,372,500 
lop TA Ge «GRR. ccewcness 915,000 


ct. 16, '22.. 915,000 $50,000,000 50,915,000 
Nov. 15, '22. 610,000 50,000,000 50,610,000 


“Total. ... . .$3,812,500 $100,000,000 $103,812,500 








Interest and instalment of principal are 

eing paid regularly by Cuba. Belgium, 
“zechoslovakia, Finland, France, Great 
jritain, Hungary, Poland and Rumania 
nd Servia are negotiating with our debt 
ommission for the purpose of refunding 
heir indebtedness. Interest paid by each 
reign government on obligations ac- 
uired through sales of surplus war ma- 
‘rial has been as follows: 








To 
Nov. 15, Nov. 16, 21, to 

Country : 1921 Nov. 15,1922 Total 
telgium .... $2,797,351 $1,379,429 $4,176,780 
rance ..... 20,038,719 20,859,564 40,898,283 
ne Pe 8 séeescoe 126,266 
*oland ...... BR 1,290,620 
GEE oneness 10,179 40,580 50,760 

Total. ... . .$24,263,137 $22,279,573 $46,542,711 


A Correction 


In the November 25th issue there was a 
port on Illinois Pipe Line Co. which 
tated dividends to be 6% annually. This 
hould be corrected to say that the com- 
any paid 6% in June and will pay 8% in 
ecember. This makes the dividend pay- 
rents 14% in all. 
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ANNOUNCEMENT 


from 


WASHINGTON, D. C. 


Fourteenth and K. Streets on the evening of December 


W ITH the opening of HOTEL HAMILTON at the corner of 


the Second, Washington has cause to be proud of pos- 
sessing the newest and one of the finest and best hotels in the 
country. The courage and vision of its originator, whose dreams 
and thoughts and plans have brought Hotel Hamilton to its present 
state of perfection, are rewarded by the knowledge that the 
Nation’s Capital has now a hotel faultless in its appointments— 
the last word in comfort, convenience and luxury—the last 
thought in harmony and beauty of form and coloring. 


It is located on a prominent corner which is easily accessible 
from all parts of the city, facing one of Washington’s largest and 
most famous parks—Franklin Square. All of its four hundred 
rooms have outside exposure and luxurious bath rooms. The 
furnishings, carpets and hangings are a delight to the eye, and 
courtesy, careful individual attention to the comfort of guests and 
visitors will be assured under the personal direction of experi- 


enced management. 
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HOTEL WOLCOTT 


‘Fifth Avenue and Thirty First Street 


NEW YORK 


Centrally Located 
Comfortable Appointments 
Delicious Food 
Room - running water * 3 
Room -with~bath *4 
Suites from *8 to*lO 





























A Comprehensive Report on the 
Copper Situation 


Our Staff has in preparation an elaborate report on the copper 
industry, past, present and future, showing the production and ultimate 
uses of copper; production costs and earnings, consumption demand, com: 
petition, outlook for the metal, position of leading copper stocks, together 
with graphs and tables showing costs, selling prices and per share earnings 
on thirty-five leading copper stocks arranged so that it can be seen at a 
glance just which companies are in the best position. 


This report has been prepared at great amount of labor and expense, 
and is invaluable to actual or prospective holders of copper shares, as well 
as those who are interested in the market for the metal. 


It will be ready for issue to our Associate Members on or about 
December 30th, as part of our regular service. 


A copy willbe sent to non-members on receipt of $10. While this 
is only a fraction of its value, it will inform those who have not joined 
our Staff as to the character and quality of our advices. 


The Richard D. Wyckoff Analytical Staff 


42 Broadway, 


New York 












































CitiesServiceCo. 


Total Assets over 
$400,000,000 


100,000 Security-Holders 
Gold Debenture Bonds 
Now Yielding 7.45% 
Denominations of 
$10, $50, $100, $500, $1,000 
Send for Circular H.S.-18 


CITIES SERVICE COMPANY 






NEW YORK 
PRINCIPAL CITIES 


60 WALL ST.) 
BRANCHES IN 























What Stock 
Is This? 





A cumulative preferred stock. 

Yielding 74%% on the invest- 
ment. 

Listed on the New York Stock 
Exchange. 

Preferred dividends earned four 
times. 

Common stock of company pays 
10%. 

An essential industry. 

Being operated at capacity. 

Very stable earning power. 

Good management. 

Close supervision. 

Over $130,000 surplus earnings 
for past 12 months after divi- 
dends on preferred and com- 
mon stock. 


An investment issue with an 
attractive income. Circular and 
full details sent free to investors. 


Ask for M. W. 66 


R. J. McClelland & Co. 


Investment Securities 


60 Broadway, 















HOW CABINET OFFICIALS VIEW NATIONAL 
SITUATION 
(Continued from page 300) 








America. Now, as in the past, whoever 
banks on the stability and progress of the 
Republic will win in the end. We are in 
no danger of political disintegration or 
fanatical legislation, because our system 
of government is highly adaptable. Not 
only that, but our people are forward- 
looking and do not want, or expect, to- 
morrow to be as yesterday. 

As a people who are devoted to a com- 
mon good, and I am convinced that indi- 
vidually we tend more and more to con- 
sult the interests of others as well as our 
own in all that we do. Intense disturb- 
ances cannot prosper in such an environ- 
ment. We all want tomorrow to be bet- 
ter than today. There is no class in this 
country that deliberately seeks to prosper 
at the cost f others. And there never 
was a time when the captains of industry 
and the leaders of the business world 
were sO common-minded as now. 

We shall always have, I assume, a de- 
gree of unrest. Progress comes from 
discontent, naturally, but as heretofore 
we shall react to it with construction, not 
destruction; with evolution, not revolu- 
tion. 


RECORD VOLUME OF MAILS 
TELLS OF UNPRECEDENTED 
ACTIVITY 


By Hubert Work, Postmaster General 


HE American nation is not on the 

verge of a great prosperity. It has 

already passed that stage and is at 
the present time in the midst of an indus- 
trial and commercial activity such as this 
country has not seen before. 

There are those who, inspired by ques- 
tionable motives, scoff at this statement, 
but the far-reaching postal system of the 
United States, now grown into the big- 
gest business organization in the world, is 
sensitive to the business pulse of the coun- 
try and its diagnosis is usually accurate. 
Postal receipts during the last few months 
have increased by dimensions that are 
significant, mails are running heavier than 
at any time in the experience of postal 
workers, and the quantity of parcel mat- 
ter being carried by the Post-Office De- 
partment exceeds all previous records. 


NATURE AND EXTENT OF THE 
BUSINESS REVIVAL 


By Andrew D. Mellon, Secretary of 
the Treasury 


R. MELLON personally authorizes 

THE MAGAZINE OF WALL STREET 

to make the following quotation 
for the purposes of this symposium from 
his annual report, in which after referring 
among other matters to the further liqui- 
dation and recovery from depression, the 
“substantial revival of business” which 
has marked the past year, and noting that 
“even abroad there are signs of progress 
in reconstruction” he says: 
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“There are, however, factors operat 
ing which contain elements of uncer- 
tainty and make it difficult to determine 
the nature and extent of the revival 
which is in progress. Owing to the re 
strictions on immigration and the gen 
eral resumption of industrial activity, 
the country is already suffering from a 
scarcity of labor which is embarrassing 
some lines of business and leading to 
higher wage scales where lower were 
expected a year or two ago. The rail- 
roads are suffering from inadequate 
maintenance and equipment, and are find- 
ing it difficult to move commodities to 
meet the demands of business, with re- 
sulting congestion in manufacture and 
trade and dislocation of prices. As a 
consequence, farm products are selling 
too low at the farm and too high at the 
distributing center. Under-maintenance 
is affecting other lines, and apparently 
is itself the underlying basis for much 
of the year’s activity. The building 
trades, for exampk, have been fully 
engaged during the year in supplying 
the deficiencies resulting from under- 
building during the war, but with ris- 
ing costs of material and labor and 
gradual satisfaction of demands there 
will surely be a tendency to reaction 
There has also been unprecedented ac- 
tivity in the manufacture and sale of 
automobiles, and in the making of rail- 
road and other equipment. These all 
represent efforts to meet capital require- 
ments or to satisfy needs that were held 
in suspense during the war and the suc 
ceeding depression. Factors like these, 
however, are tending to create artificial 
scarcities and artificial, or at least lim- 
ited, demands, and in the present un- 
settlement of the world markets may 
spend themselves as the most pressing 
needs are met if costs become too high 
Meantime the country has been accumu- 
lating gold, imported within the past 
two years or thereabouts, aggregating 
about $1,000,000,000, more than was 
held during the expansion of 1919-20, 
and this gold, directly inflationary, has 
a tendency to expand credit and to 
create an unnatural ease of money for 
purposes of expansion and speculation. 

“At the same time the uncertain state 
of Europe and the disorder of foreign 
currencies and the foreign exchanges 
have impaired the corrective forces 
which used to operate in normal times, 
and have created such unsettlement in 
foreign trade and so reduced the buy- 
ing power of foreign countries as to 
destroy or endanger the foreign mar- 
kets for many of our products. This 
has tended to keep the prices of agri- 
cultural products below the general 
level, while rising costs of manufacture 
on the other hand are tending still fur- 
ther to threaten our ability to compete 
with manufacturers abroad. Repara- 
tions and indemnities and other inter- 
governmental debts are still unsettled 
and are contributing their share to the 
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PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW.5, which 
explains our plan and terms. 


James M. Leopold & Co. 
Established 1884 
Members New York Stock Exchange 
7 Wall Street New York 
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to the dollar and offers speculative oppor- 
tunity with unlimited profits from small 
investment. Full explanation of this 
method of stock operation given in book- 
let “W.”’ Free on request. 


JEFFERSON & JEFFERSON 


INCORPORATED 
42 BROADWAY, NEW YORK 


LICENSED BROKERS IN 
PUTS AND CALLS 
Largest dealers in U. 8S. specializing exclusively 
in contracts guaranteed by members of the New 
York Stock Exchange. 

















STOCK MANUAL 


It contains over 250 pages of valuable 
condensed statistics and information 
relative to stocks and bonds listed 
on the leading exchanges in United 
States and Canada. 


i you cannot call, send for Booklet M. W’. 308 


WILSON & CHARDON 


Members Consolidated Stock Exch. of N.Y. 


62 Broadway New York 


Telephone Whitehall 1964. 











10 COMPOUNDED 
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ity; Tax Exempt; ,~— Supervisien. 
Send for Details. 
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Okmulgee Oklahoma 

















THOMAS C. PERKINS 
Constructive Banking 
3@ State St., Boston, Mass. 
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FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting information and markets 
on request. 

JOEL STOCKARD & COMPANY 


Penobscot Bldg., Detroit 
Members Detroit Stock Exchange 











Foot Deformities 
Corrected while you walk. 
No unsightly shoes. 
Makers of Flexible orthopedic insoles. 
By Appointment. 
Robert Valverde 
Columbus 9138 
200 West 72nd Street 








New York | 
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derangement of markets and the disor- 
ganization of international trade. 
“Enough forces are operating, there- 
fore, to make us cautious in estimating 
the prospects for the future and take 
care lest we build on a false basis. Bus- 
iness in this country cannot progress in- 
definitely without its foreign markets, 
an undue expansion now, with rising 
costs and artificial values, would inevi- 
tably sow the seeds of reaction and 
make more difficult the reestablishment 
of normal relationships abroad. To 
avoid these pitfalls we depend for the 
most part on the good sense and fore- 
sight of American business. The Trea- 
sury, on its part, aims above all to keep 
its house in order, in the belief that a 
sound financial structure here will in 
the long run afford the best basis for 
extending needed assistance to Europe 
and for a healthful revival of domestic 
business on constructive lines.” 


Mr. Mellon concludes his discussion of 
the outlook by asserting that the Trea- 
sury is confident that its fiscal problems 
can be met without disturbance to busi- 
ness and industry and adds: “I believe 
that if in other fields we will proceed 
with caution and with proper regard for 
the distressed condition of Europe, it will 
be possible to maintain our prosperity on 
a stable basis.” 


“WE ALL PRAY FOR PEACE ON 
EARTH, BUT—” 


By John W. Weeks, Secretary of War 


E all pray for peace on earth, but 
W there is no better way to work for 

it than for this country to stand 
on guard against foes from without and 
from within. He is the best friend of 
peace who raises his voice to maintain our 
armed forces in efficiency and in sufficient 
numbers to discharge their function of 
national defense. 


NATURE’S RESOURCES STILL 
ABUNDANT 


By Albert B. Fall, Secretary of the 
Interior 


HE Department of the Interior was 
7 once called the Home Department. 

It has to do with the nationally 
owned Those assets are still far 
greater than is generally supposed. We are 
still far from the position of some coun- 
tries that find themselves with nearly ex- 
hausted natural mineral stores. We have 
yet much wealth made and stored up for 
We can continue to prosper by 
the bounty of nature. Indeed, we have 
hardly begun the stupendous task of 
shaping the continent to our uses. Also, 
using our homeland as a base, we have 
before us the stimulating task of sub- 
duing the tropics—not by political con- 
quest but by-economic utilization. 

We shall not want for lofty enterprises, 
and I do not believe that our people will 
be lured away from reliance on individual 
initiative and ambition as the best way to 
advance national well being. The state 
may well be the empire of economic rival- 
ry, but if it be wise it will not seek to 
do that host of things that can be better 


assets. 


our use. 











This Book Will 
Help You Piace Your 
Money Safely 


“How to Select Safe Bonds” is a book of ex- 
ceptional interest. It is worth reading by all 
who have money toinvest. It points the way 
to safe investing, and shows how to make 
sure of always Getting aterent and principal 
promptly when due. 

Thirty-seven years of service without loss to a 
customer—a service not only to the individual in- 
vestor, but to the great insurance companies as well 
—such is the experience out of which this booklet 
is offered to you. 

Send for it now. Mail the coupon. “How to Select 
Safe Bonds” will come to you by return mai! 


CUT OUT THIS COUPON 


—— ee ee ee ee eS | 

« GEORGE M. FORMAN & COMPANY ' 
1 105 West Monroe St., Chicago ' 
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€ Street Address 1 
‘ ' 
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Twice the dividend requirements 
are being earned on the 


12% 


Participating Preferred Stock 
of the 


Equity Petroleum Corporation 


The expected increase in the price 
of crude should mean larger 
dividends, as this stock shares 
equally with the common stock 
in all surplus earnings. 


Also, pointing toward increased 
dividends are the plans now un- 
der way to start drilling on the 
Company's Mexican property— 
157 square miles in the Isthmus 
of Tehuantepec. 


Present production is from 35 wells 
in Texas. 


Listed on the New York Curb. 
Bend for Oircular No. 8 


Duff, Freiday & Company 
Investments 


66 Broadway New York 
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STOCKS ~ BONDS 
SHORT TERM NOTES 


WeHEN ? 


Buying the best security at the 
wrong time may mean a big 
loss. 


There is a time when common 
stocks should be bought, a time 
when long-term bonds are the 
most desirable, a time when 
nothing but short-term maturi- 
ties will prove profitable. 


The Brookmire Service tells 
WHAT to buy and WHEN to 
buy, and as a result, Brookmire 
clients make unusual profits 
without the usual speculative 
risk. 


Bulletin M-9, free on request, 
explains the Brookmire Service 
and discusses present market 
opportunities. 


Send for a copy today 
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done by the individual. The state should 
not, however, by legislation and adminis- 
tration order or action to prevent the do- 
ing of a necessary thing by the individual 
and at the same time decline to do it, or 
shirk the responsibility of having it done 
directly. 


A PROSPEROUS MERCHANT 


MARINE INDISPENSABLE TO 
SEA POWER 
By Edwin Denby, Secretary of the 
Navy 


S we come to the end of the year if 

we compare conditions in our own 

country with those existing else- 
where we find we have much reason to 
be truly thankful. What we, as a nation, 
lack we are in a position to supply. Our 
chief difficulty lies in agreement among 
ourselves as to what we need. 

Our naval policy has been determined 
for us by the accepted principles on which 
were based the Treaty for the Limitation 
of Armaments. The necessary corollary 
of that policy, the establishment of an 
adequate merchant marine, is now in the 
hands of the Congress and it is confident- 
ly hoped that a bill to that end will soon 
be enacted into law. 

The Navy and the Merchant Marine, 
mutually interdependent in peace and in 
war, together constitute our sea power. 
The prestige of a powerful navy insures 
respect and just treatment for every mer- 
chant ship that flies that flag and in re- 
gions where local authorities are power- 
less the navy furnishes the only protection 
against arbitrary and unlawful interfer- 
ence. 

The Navy needs a national merchant 
marine in time of peace to build up its re- 
serve of seamen. 

The Navy needs the merchant. marine 
in time of war to supplement its fighting 
strength in auxiliary craft and to furnish 
its food, fuel, munitions and transports, 
without which it must remain tied to our 
shores. 

But above all our country needs its own 
merchant marine in order that we may be 
a truly independent nation and not the in- 
dustrial vassal of any power or combi- 
nation of powers that choose to manipu- 
late or control our foreign trade. 

It is inconceivable that we can continue 
to be so short-sighted as to protect every 
step in the industrial development of our 
resources except the final and most im- 
portant of all, our sea transportation. 
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and October, 1921. Reduced to an an- 
nual rate, the turnover this October was 
86.3, indicating that deposits were being 
checked out at the rate of 86.3 times a 
year. The corresponding figure for Sep- 
tember this year was 68.6, and for Octo- 
ber, 1921, was 70.4. In fact, the rate of 
turnover was more rapid than in -any 
month since December, 1919. This high 
rate of turnover may be accounted for 
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“The Mechanism of 
Commercial Credit”’ 
By W. H. Steiner, Ph.D. 


A summary of credit practices in 
leading industries and an analysis 
of governing principles, which is 
addressed to the business man, 
the credit man, the banker, and 
the student. 


361 pages Price $3.10 p. p. 


“Some Problems in Current 
Economics” 
By M. C. Rorty, M.E., E.E. 


A stimulating discussion of many 
important social and industrial 
questions, including problems of 
wages, land rents, interests and 
profits at the present time. 


137 pages Price $1.35 


Place your order with the Book Dept. 
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42 Broadway New York, N. Y. 


























THE MAGAZINE OF WALL STREET 























partly by activity in the stock and bond 
markets, particularly the market for Gov- 
ernment bonds including the new issue, 
and is further in keeping with a heavy 
volume of sales by department stores... .” 


Foreign Situation 


The accompanying diagram shows the 
foreign exchange situation and indicates 
1 condition of somewhat greater stability 
han heretofore, except in the case of 
terling which, on the whole, is moving 
ipward, thereby pointing to a stronger 
iemand for remittance on England. Great 
Britain’s better balance and the higher 
credit ia which sterling stands as a re- 
sult of the British Government payment 
f interest for international debt to the 
United States may be taken as a cause 
»f this exceptiona:. movement in sterling 
juotations which has now carried the fig- 
ure up to $4.60 at high point. This is a 
situation which has naturally tended to 
strengthen conditions of trade with Great 
Britain and has rendered it possible for 
our exporters to get very much easier 
and better accommodations in their rela- 
tions with that country. It remains true 
that the financing of any business with 
the former belligerents among continen- 
tal countries, and particularly with Ger- 
many and Austria, is nearly out of the 
question. The Reichsbank's action in rais- 
ing the discount bank rate to 10% and the 
prevalence of abnormally high rates for 
local loans in Germany, running to 20 and 
25%, illustrates the difficulty of the situa- 
tion there. This undoubtedly embarrasses 
our foreign trade in an unusual degree. 





SOUTH AMERICA—THE 
GROWING GIANT OF 
THE COPPER IN- 
DUSTRY 
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a decline. Anaconda, also, has to ship its 
copper by train, but its loss in this direc- 
tion is somewhat minimized by its send- 
ing a large part of its production to the 
nearby plants and refineries of its sub- 
sidiaries. 

Kennecott Copper Company, probably 
the next in rank and size to Anaconda, 
of the North American producers, ex- 
clusive of its holdings of 99 per cent of 
capital stock of the Braden Copper Mines 
Co., stock ownership in Utah and other 
companies, own and operates its mines in 
Kennecott, Alaska. It has some advan- 
tage over producers in the United States 
through somewhat lower labor costs and 
materially lower shipping charges, the 
greater majority of its shipping being 
done by water. This company can ship 
copper by all-water route from Alaska to 
New York more cheaply than can copper 
companies in this country by the use of 
the railroads as carriers. Kennecott also 
owns its own fleet of vessels which carry 
its copper to market. This company’s 
cost of production is estimated at be- 
tween 9 and 10 cents per pound. Most 
of the company’s ore deposits in Alaska 
are understood tc be of comparatively 
high content, running as high as 70 per 
cent. Some deposits, however, only aver- 
age 12 per cent copper. In conjunction 
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Ford’s Newest Plant 


Illustrated and Described in a 
Remarkable Series of Articles 
in Industrial Management 


HIS is the first complete description ever given by 
a trained engineer of the engineering and manage- 
ment marvels of the great River Rouge Plant. 


Manufacturing processes—the almost unbelievable 
economies effected in the handling of materials—the 
new uses to which machinery is put—the continuous 
flow of production practically eliminating the necessity 


of stock reserves—the wonderful utilization of by-prod- 


ucts—the smoothness with which 25,000 workers are 
handled without any supervision to speak of—the basic 
principles back of the policies which reduce to a mini- 
mum the management difficulties that force themselves 
into the foreground in the average plant— 


Into all these things you will be 
carried, month after month, 
for almost a year 


And out of them all manufacturers and their man- 
aging executives can gather a wealth of new ideas for 
the better handling of their own production, engineer- 
ing and administrative problems. 


Never was there such a phenomenal industrial suc- 
cess as is exemplified in “Ford’s Principles and Prac- 
tice”; never have engineering genius and improved ma- 
chinery been applied more effectively to get quantity 
production at minimum cost; never has such an oppor- 
tunity been presented to get the hitherto unpublished 
inside facts of the most amazing, the most profitable 
and the best organized industrial plant in the world. 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their opera- 
tion. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
























happenings. 


The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 









































How I Trade and 
Invest in Stocks 


and Bonds 


By Richard D. Wyckoff, 
Editor of The Magazine of Wall Street 


The man who has conducted 
his own business successfully has 
not had time to delve into the 
principles that underlie invest- 
ments. He therefore must rely 
upon those who have studied the 
subject from every angle. 


As Editor of THE MAGAZINE 
OF WALL STREET, Mr. Wyckoff 
has come in active contact with 
the mistakes of the average secur- 
ity buyer, and has developed into 
successful investors many _ thou- 
sands of business men who had 
lacked the necessary training in 
the principles of security values. 


aeeueee Send this coupon in today.......... 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York. 

Gentlemen :—Enclosed find $5. Send me 
HOW I TRADE AND INVEST IN 
STOCKS AND BONDS, by Richard D. 
Wyckoff. 



















with its subsidiaries, Braden, Utah, and 
other producers, Kennecott is able to show 
comparatively good earnings on its capi- 
talization. Without the support of these 
companies, however, many copper au- 
thorities are of the opinion that Kenne- 
cott would be at a great disadvantage in 
the copper competition. 


Utah Copper is a “porphyry” mine, 
meaning that its deposits are not found in 
veins, but in hills and whole mountains 
of ore. Its copper is extracted simply by 
blasting, digging with steamshovels and 
separating, and requires no underground 
mining work. This method of obtaining 
metal has quite an advantage in the way 
of economies over working a “vein” mine, 
and it does away with a _ tremendous 
amount of machinery, workmen and la- 
bor, as compared with the other method. 
Utah’s cost of production is estimated to 
be running well under 9 cents a pound. 
Although the company’s method of cop- 
per mining effects a low production cost, 
there are other considerations which tend 
to show that its cost will be higher in the 
future, rather than lower. The company 
has to ship its products to the New York 
market by rail, thereby paying higher 
freight rates than do its South American 
competitors. Another important consid- 
eration is the fact that Utah, in Septem- 
ber last, felt the need of raising the wages 
of its unskilled laborers 40 cents a day, 
and skilled 50 cents, to forestall its em- 
ployees leaving the mines for better- 
compensated occupations. 


A résumé of the respective conditions 
existing in the North American and the 
South American copper mines, therefore, 
would seem to indicate that the ultimate 
result should naturally be the taking over 
of the South American producers by the 
more powerful North American syndi- 
cates, with the end in mind of curtailing 
productions in Chile and Peru and in- 
creasing production here. This, of course, 
would tend to switch the world’s demand 
for copper to this‘country and make for 
a further strengthening of copper prices, 
so as to enable the North American pro- 
ducers to make copper on a more profit- 
able basis. Domestic production of cop- 
per is estimated to be running at the rate 
of something above 85 million pounds per 
month. 


The combined output of South Ameri- 
can, Mexican and Canadian mines is now 
at the rate of about 45 million pounds 
a month, with costs, especially in South 
America, at considerably lower rate than 
rule in the United States. Demand for 
copper, both domestic and foreign, is un- 
derstood to be at the rate of 20 million 
pounds a month above the combined pro- 
duction of North and South American 
mines. Exporters are looking with anx- 
ious eyes toward Europe, anticipating fa- 
vorable developments in its financial and 
political affairs, which, naturally, would 
be followed by a substantial expansion of 
exports of copper, as well as other com- 
modities produced on this side of the At- 
lantic. The question—the big question— 
is, Who Shall Supply Them With Cop- 
per ?—the older-established North Ameri- 
can companies, or the newer and not-so- 
strongly-fortified South American pro- 
ducers? The answer is self-evident from 
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Are You Interested 
in Banking ? 


The AMERICAN BANKER 
established in 1836 gives, 
each week, the news about 
banks and bankers for every 
section of the country. 


Its special articles on timely 
and important banking top- 
ics contain a world of infor- 
mation and serve to keep one 
posted on the big issues and 
movements of the banking 
world. 


Pin a dollar to this advertisement 
and send for three months’ trial. 


Hmerican Banker 


The Olde and Most Read 
Banking Journal in America 
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the anxious desire of the North American 
copper interests to acquire the South 
American mines who are, as shown above, 
becoming an alarmingly strong competi- 
tive element in the erstwhile peaceful and 
smooth-running domestic copper industry. 
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company is sound. The outlook for the 
harvesting machinery manufacurers may 
improve in view of the efforts being made 
in Congress to extend more liberal cred- 
its to the farmer. At the same time we 
would consider the outlook for this com- 
pany only fair because of the very severe 
competition that exists in the industry. 
The first preferred stock receives no divi- 
dends until after September 1, 1923, when 
it becomes 7% cumulative. No dividends 
can be paid on the 2nd preferred stock 
until all the Ist preferred with accumu- 
lated dividends and all the debentures 
have been retired and paid in full. The 
2nd preferred and common stocks under 
these circumstances appear to be unprom- 
ising speculations. 


INTERNATIONAL NICKEL 
Still Reporting Deficits 


Is International Nickel making any money 
nowf What do you think of the stock?— 
J. P., Syracuse, N. Y. 


International Nickel’s last report covers 
the six months ended September 30, 1922. 
Net income was reported as $274,265, but 
the company charged off $381,092 for de- 
pletion, leaving a deficit for the six 
months of $106,828. This is some im- 
provement, for in the year ended March 
31, 1922, the company reported a net loss 
of $1,335,581. We believe the stock to 
have long-pull possibilities, but as earn- 
ings have not really turned the corner as 
yet, we are inclined to the opinion that it 
will be rather slow, and under present un- 
favorable market conditions, it may even 
decline further. 


AMERICAN CAN 


Now on 5% Basis 


I hold American Can common and would 
like to have your opinion of this stock.—D. A. 
U., Springfleid, 1. 

American Can Co. recently placed the 
common stock on a 5% basis. For a long 
period of years, this company put all sur- 
plus earnings back into the property, so 
that it now has a very efficient plant 
organization and is strong in working 
capital. Earnings for the current year 
have shown a considerable improvement, 
and it is expected that the present $5 divi- 
dend will be earned with a very sub- 
stantial margin to spare. The company 
has been a consistent money-maker for a 
number of years, and we take an optimis- 
tic view of the future. However, at the 
present time, general market conditions 
are unfavorable, and as American Can has 
had a very large advance in price, we feel 
that at present levels of around 75, the 
good news is fully discounted, and that 
if you sell out you will be able to re- 
purchase at lower levels. 
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Are You Making 
| Market Profits Now ? 


How do you decide 





whether to buy or sell? 


The chances are, you are too busy with your own affairs 
to devote yourself to thorough study of the investment sit- 
uation and the technical position of the stock market. 


Have the recent disturbing and unexpected shifts in the 
trend—both the immediate direction and the long swing— 
shaken your confidence in your own ability to interpret 
marketwise the future course of events? 

Subscribers to the Investment and Business Service of THE 
MAGAZINE OF WALL STREET have been able to take 
profits on both sides of the market. 


And 


you haven't the facilities, even had you the time, to make 


a thorough i inquiry into general business conditions, into 
the financial positions of several hundred corporations, into 


| the banking situation, the coal, textile and rail labor con- 





1.—Prompt replies to inquiries 
regarding any security—or the 
standing of your broker. 


2.—An eight-page service report is- 
sued every Tuesday. 


3.—The technical position for trad 
ers showing what to do with 
100 stocks or more. 


4.—The Richard D. Wyckoff graph 
of Business, Money, Credit and 
Securities. 


5.—A brief but thorough survey of 
the various fields of industry. 


6.—Without additional charge a 
summary of about 50 words. 
sent to you by night letter col- 
lect—optional with you. 


7.—Recommendations of profit pos- 
sibilities in bonds. 


8.—A special wire or letter when 
any important change impends 


| | With your subscription, you may 
| send us the list of your securi- 

ties, on which we will render 
eur opinion, without extra 
charge. 
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troversies the International Debt and Reparations problems 
| —the thousand and one other factors of market importance. 


The Investment and Business Service 


Is the recognized guide and author- 
ity for the man of moderate means. 
It is a cold-blooded analysis of all 
the factors that enter into the in- 
vestment and trading situations. 
The ‘advices are clear and definite. 
They not only lead to trading profits 
but show you how to obtain a higher 
investment yield. Test the service. 


Three Months’ Test 
$40 


The cost of the Investment and 
Business Service is $125 per 


year. If you use ¢t 


coupon we shall allow 
you, however, to 


test it for three 


o3 


months at $40. 


Enclosed 
find my check 
for 4 } for the 
Investment and Business 
Service, to be sent me once 
' an entire year } 

a week for } or three months 

beginning with the next issue. 


Address 
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ATTENTION! 


Secretaries of Corporations: 


Why not make your dividend 
arnouncements pay dividends ? 





Your stockholders are duly notified when a 
dividend is declared when they receive their 
checks; therefore, your notices appear in the 
newspapers only as a matter of record. Why 
not show prospective stockholders that you pay 
dividends regularly and thus build up good 
will? When your dividend notices appear only 
on the financial page of the daily newspapers 
they are read by those who are interested in the 
stock market and not the investors throughout 
the country whom you should desire to reach. 

The dividend and corporate announcements 
in this publication are read by 40,000 investors 
who offer an unsurpassed market for your se- 
curities. You can reach this 100% buyers cir- 
culation at the small cost of 65c a line. 


Send us your next announcement! 








Address: Advertising Dept. 
Magazine of Wall Street 


42 BROADWAY NEW YORK 




















DIVIDENDS 





American Woolen Company 


(Massachusetts Corporation) 


QUARTERLY DIVIDENDS 

Notice is hereby given that the regular quarter- 
ly dividends of One Dollar and Seventy-Five 
Cents ($1.75) per share on the Preferred Stock 
and One Dollar and Seventy-Five Cents ($1.75) 
per share on the Common Stock of this Company 
will be paid on Jan. 15, 1923, to stockholders of 
record Dec. 15, 1922. 

Transfer books will be closed at the close of 
business Dec. 15, 1922, and will be reopened at 
the opening of business Dec. 27, 1922. 

WILLIAM H. DWELLY, Treasurer. 


5 


Boston, Mass., Dec. 5, 1922. 





KIRBY LUMBER COMPANY 
HOUSTON, TEXAS 
December 11, 1922. 


The Board of Directors of the Kirby Lumber 
Company has this day declared a dividend at the 
rate of seven per cent (7%) per annum on the 
Preferred Stock of the Company entitled to divi- 
dends for the period from January 1, 1903, to 
July 15, 1903, and an additional dividend of four- 
teen per cent (14%) on all Preferred Stock of the 
Company; said dividends to be paid December 30, 
1922, to stockholders of record at the close of 
business December 20, 1922, as shown on the 
books of the Company. Checks will be mailed. 


R. F. FORD, Secretary. 





AMERICAN TELEPHONE AND TELE- 
GRAPH COMPANY 


183d Dividend. 


The regular quarterly dividend of Two Dollars 
and twenty-five cents per share will be id on 
Monday, Jonuscy 15, 1923, to stockholders of 
record at the clase of business on Wednesday, 


December 20, 1922. 
H. BLAIR-SMITH, 
Treasurer. 





WESTINGHOUSE ELECTRIC 


& MANUFACTURING COMPANY 


A Quarterly Dividend of 2% ($1.00 per share) on the 

PREFERRED Stock of this Company will be paid Janu- 
15, 1923. 

we | Dividend of 2% ($1.00 per share) on the COMMON 
Stock of this Company for the quarter ending December 
31, 1922, will be paid January 31, 1923. 

Both Dividends ase papente to Stockholders of record 

yA 


as of December 30, 1922. 
H. F. BAETZ, Treasurer. 
New York, December 18, 1922. 
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TRADE TENDENCIES 
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consist of high. labor costs which recent- 
ly have shown another tendency toward 
advanced levels. This is not only owing 
to the severe control exerted over such 
matters by the building unions but be- 
cause of the undoubted scarcity of skilled 
labor in many sections of the country. 
As to prices of materials, the recent ad- 
vance in brick should indicate the ten- 
dency over the next few months. Steel 
and iron is not likely to be higher but 
other materials, particularly specialties 
such as plumbing, fixtures of various 
sorts and other odds and ends that go into 
building will show a rising tendency. 
3uilders will have difficulty in covering 
their contracts on a highly profitable basis 
because it is doubtful that they can pass 
on the added cost of construction to the 
buyer. They should, however, be able to 
make a fair profit on each operation. 





COPPER 











Stable Market 


Although the performance of copper 
has been satisfactory from the stand- 
point of steady improvement in _ its 
statistical position during the past sev- 
eral months, the hoped-for recovery in 
prices has fallen short of earlier expec- 
tations. 

That the copper industry is in a 
greatly strengthened position, as com- 
pared with its situation a year ago, can- 
not be denied, but at the same time, 
there is room for a much larger degree 
of improvement before the copper com- 
panies can be expected to show uni- 
formly good results. 

Probably the most favorable factor in 
the present situation is the very marked 
reduction in the troublesome surplus of 
scrap copper that has occurred and the 
cutting down of excessive stocks of red 
metal generally, in the past year. Not 
only have these supplies again returned 
to “normal,” but stocks appear to be 
relatively low. 

This result has, of course, been ac- 
complished through the reduction of 
output caused by the prolonged period 
of suspended mining operations. Despite 
the fact that output was resumed on an 
extensive scale some time back, con- 
sumption has been maintained at a 
higher level than production, thus grad- 
ually strengthening the market’s posi- 
tion. Inadequacy of labor supply has 
been no inconsiderable factor in helping 
to bring about this condition. 

Nevertheless, the margin between 
output and demand has slowly de- 
creased, continued heavy importations 
from South America tending to upset 
the balance between supply and de- 
mand. As the industry now stands, pro- 
ductive capacity is entirely capable of 
meeting any reasonable expansion in 
buying activity which, incidentally, does 
not appear in the immediate prospect. 





KEEP POSTED 


The books, booklets, circulars and 
special letters listed below have been 
prepared with the utmost care by 
investment houses of the highest | 
standing. They will be sent free on 
request, direct from the issuing house. 
Ask for them by number. 

We urge our readers, to take full 
advantage of this service. 
Address, Advertising Department, 
Magazine of Wall Street 


FORTY YEARS WITHOUT LOSS TO 

ANY INVESTOR 
A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the naure of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217) 

THE PARTIAL PAYMENT 
method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224) 


ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 

DENMARK 
as an attractive field for American in- 
vestors is discussed in an instructive 
booklet published by a house which 
specializes in Seandinavian bonds. 
(232) 

BETTER BOND INVESTMENT 
An interesting booklet issued by a 
long established first mortgage bond 
house, giving a thorough and com- 
plete explanation of the methods em- 
played in negotiating their loans. 
(234) 

AN INTERESTING SERVICE 

LETTER 
Issned by a well-known Stock Ex. 
change firm, calling attention to a 
new investment problem that con- 
fronts the investor as a result of the 
remarkable transformation which has 
occurre? in the investment field dur- 
ing the past year. (237) 

“WHAT IS A GILT EDGE 

SECURITY?” 
This pamphlet should be in the pos- 
session of every investor who is on 
the alert for a high degree of safety 
and a good yield for his money. Sent 
without obligation by a leading bond 
house.” (244) 

STEWART WARNER SPEEDOM- 

ETER CO. 
An analytical and statistical review 
of this company which manufactures 
90% of all speedometers used. This 
leaflet discusses the outlook for the 
stock. (245) 

OPPORTUNITIES FOR THE CON- 

SERVATIVE INVESTOR 
Investment suggestions put out by 
one of the leading New York Stock 
Exchange firms. Of interest to those 
investors whose first consideration is 
security. (246) 

CERRO DE PASCO CORPORATION 

An interesting circular on this large 

copper Co. whose cost of producing 

red metal is practically nil owing to 

its large recoveries from gold and 

silver. (247) 
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Ever Try To Sell Her 
An Adding Machine? 











A wasted effort—still you’re constantly doing it in your advertising. 


True enough, she may find interest in your sales message, but it 
isn’t the kind of “interest” that pays “dividends” on your adver- 


tising “investment.” 


A great deal of effort and money is wasted in mediums of large 
circulation in the attempt to reach the business executive—“the 
one man in a thousand.” 


80% of our subscribers were secured through the mail. They 
are particularly receptive to mail-order copy. 


For the coming year make your advertising dollar worth one 
hundred cents. Use a NO-WASTE, ALL EXECUTIVE cir- 
culation magazine reaching the men you want to reach at a time 
when they are seeking business information. 


You will find our circulation analysis 
interesting. Send for your copy. 


Address Advertising Manager 


@MAGAZINE 
@WALL STREET 


MEMBER A. B. C. 
42 BROADWAY NEW YORK 








1 The largest proven paid circulation o} any financial publication in the world. 
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Some Representative 
Dictaphone Users 


AMERICAN BOSCH MAGNETO CORP. 
AMERICAN THREAD CO. 

AMERICAN TOBACCO CO. 
APPLETON & COX 

BABCOCK & WILCOX CO. 
BLOOMINGDALE BROS. 
CONTINENTAL CASUALTY CO. 
CONVERSE & CO. 

R. B. DAVIS CO. 

EQUITABLE TRUST CO. OF N. Y. 


GENERAL ACCIDENT, FIRE & LIFE 
ASSURANCE CORP. 


GREAT AMERICAN INS. CO. 
IMPERIAL COLOR WORKS 
INTERNATIONAL TAILORING CO. 

G. LEVOR & CO. 

aver ost. & LONDON & GLOBE INS. 


McCALL CO., INC. 

McGRAW-HILL PUB. CO. 
MANNING, MAXWELL & MOORE 
METAL STAMPING & MFG. CO. 
METROPOLITAN LIFE INS. CO. 
NATL. ANILINE & CHEMICAL CO. 
NATIONAL CITY BANK 

NATL. JEWELLERS BOARD OF TRADE 
NEW YORK CENTRAL R. R. 

H. W. PEABODY & CO. 

HY. PRENTISS & CO. 

RICHMOND RADIATOR CO. 

S. W. STRAUS & CO. 

TRAVELERS INS. CO. 

UNITED STATES RUBBER CO. 
WESTINGHOUSE AIR BRAKE CO. 
YALE & TOWNE MFG. Co. 
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Reg. U. 8. Patent Office 


Every Answer has one of two Funda- 
mental Reasons—in most cases both: 


Convenience to Executives. 
Money Saved to the Company 


The executives of one buyer—S. W. Straus 
& Co., the largest house underwriting and 
marketing first mortgage bonds in the 
country,—say: 


Mr. Crowe: “It has unquestionably been of the most 
valuable assistance, especially from the standpoint of 
dictating after hours. It also permits of much more rapid 
dictation because the dictator is not limited by the speed 
of the stenographer. It has my unqualified endorsement.” 


Mr. Lawrence: “Both Mr. McKeige and myself would 
be at-a loss without the machine and we believe we will 
constantly be able to find new uses for it which will in- 
crease the efficiency of our department.” 


Mr. Boughton: ‘“‘It is'my sincere recommendation that 
The Dictaphone be permanently installed, and insofar 
as my desk is concerned, the equipment that I| use will 
more than pay for itself in the new business that | will 
be able to secure within a short time.” 


Mr. Rohrbach: “The installation of The Dictaphone has 
proven to be a big time-saver in our correspondence 
work.” 


Mr. Miller: 


phone and heartily recommend it.” 


“I am favorably impressed with The Dicta- 


Send for pamphlet report of an investigation of letter writing 
by a disinterested party in each of thirteen New York Banks. 


TA DICTAPAUNE 


Reg. U. 8. Patent Office 


1819 BROADWAY 
NEW YORK CITY 


TUAULIULTAU UU MMs 


— 


MUG AUNT AAU 











HIUUUUUNYQAVNAUUYUUUUUUUEAUUOEATAOY AE 


IVMLUTUUUL MMMM LM MVUULUAUAUAASUUAH 


HVAAANANVMBULALUULLULELIULI 


IL 


Hi 


PRUUUVUVUUAIUUULUUUTUAAILET AAA 


HIUUUUUUUUUUUA ALU 


I 
THE MAGAZINE OF WALL STREET 








HUNINNNNIEITINUNTNUNTUGOOUUGTETSREOOSO OST AT a\ | 


SUMMED sc aececaegaaitat CTTTTTTTITITTITINITITETITITI TTT IT 


